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COMMISSION ON INTERGOVERNMENTAL RELATIONS AND 
COMMISSION ON ORGANIZATION OF THE EXECUTIVE 
BRANCH OF THE GOVERNMENT 


TUESDAY, MAY 12, 1953 


House or REPRESENTATIVES, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE 
OF THE COMMITTER ON GOVERNMENT OPERATIONS. 
Washington, D.C 

The subcommittee met, pursuant to call, at 10 a.m., in room 1501, 
New House Office Building, Hon. Cecil M. Harden (chairman of the 
subcommittee) presiding. 

Present: Mrs. Cecil M. Harden (chairman of the subcommittee), 
George Meader, Frank C. Osmers, Jr., Jeffrey Hillelson, Jack B. 
Brooks, and J. L. Pilcher. 

Also present: Ray Ward, staff director; L. T. Mahurin, staff mem- 
ber; and Jane E. Morgan, clerk. 

Mrs. Crecin M. Harpen (chairman of the subcommittee). The 
meeting will come to order. The clerk will call the roll. 

The clerk called the roll, and the following members answered to 
their names: Mrs. Harden, Mr. Meader, Mr. Osmers, Mr. Hillelson, 
Mr. Brooks, and Mr. Pilcher. 

\irs. HARDEN. We have met to consider H. R. 4406, a bill to estab- 
lish a commission on functions and fiscal resources, which was intro- 
duced by our majority leader, Congressman Charles A. Halleck of 
Indiana, who, unfortunately, cannot be here until tomorrow. 

We shall also now consider H. R. 302, which was introduced by our 
committee chairman, Mr. Hoffman. Bills H. R. 121, 1300, 1606, 
1838, 3183, 3603, 4848, and 4851, will also be considered at this time. 
The Senate approved S. 1514 with amendments (companion bill to 
H. R. 4406) on May 6. 

We shall also consider H. R. 992 and related bills for the establish- 
ment of the Commission on Organization of the Executive Branch 
of the Government. S. 106, companion bill to H. R. 992, passed the 
Senate May 6, 1953. 

No informed American will dispute the fact that we must be strong 
if we are to survive the long and trying struggle in which we are 
unwillingly embroiled. We know that the strength of a democracy 
lies in the united strength of strong components starting with the 
individual, the city, the county, the State, the region, and the Federal 
Government. 

The development of strength comes from the exercise of initiative, 
freedom of action and responsibility. It is best developed through 
self-reliance rather than dependence on others. 
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t ESTABLISHMENT OF COMMISSIONS 


ESTABLISHMENT OF THE COMMISSION ON REALLOCATION OF FEDERAL, STATE, AND 
LOCAL FUNCTIONS AND SOURCES OF REVENUE 


Sec. 3. There is hereby established a bipartisan commission to be known as 


the Commission on Reallocation of Federal, State, and Local Functions and 
Sources of Revenue (in this Act referred to as the ‘‘Commission”’ 











MEMBERSHIP OF rHE COMMISSION 

Si 1. (a) NUMBER AND APPOINTMENT Che Commission shall be composed 
of een members as f ) 

1) The Secretary of Creasury, the Chairman of the Federal Reserve Board, 
and e Director of e Bud 

2) Eight to be appointed by the President pro tempore of the Senate, four 
fre e Senate a fo from amo! e governors of the States; and 

o kight to be appointed by the speaker ol the House of Representatives, 
fou ym t se of Representatives and four from the governors of the States 

Poul AL AFFILIATION Of ear class of four members mentioned it 

subsectior a), two members sha pe from each of the two major political parti 
the Democratic members to be appointed upon recommendation of the minority 
leaders of the Senate and House of Representatives 

c) VACANCII \ vacane the Commission shall not affect its powers, 
bu hall be filled in the same yiner which t original appointment wa 
" le except that a member of the Commissio! appointed to fill a vacaney shall 
be of the ep il p as predecesso 

ORGANIZATION OF THE COMMISSION 

Sec. 5. The Commission shall elect a Chairman and a Vice Chairman from 

al g its members 
QUORUM 
Sec. 6. Ten members of the Commission shall constitute a quorum 


COMPENSATION OF MEMBERS OF THE COMMISSION 


Sec. 7. Members of the Commission shall receive no compensation for their 
services on the Commission as sucl but they shall be reimbursed for travel, 


subsistence, and other expenses incurred by them in the performance of the duties 


vested in the Commission, 
\FF OF THE COMMISSION 
SEt 8. The Comn Ol ui have power to appoint and fix the compensation 
of ch personnel, as it deems advisable, without regard to the civil-service laws 
or the Classificati \ f 1949 
ADVISORY COMMITTEES 
Sec. 9. The Commissior hall have power to establish local advisory com- 
mittec whose membership may be drawn among local officials and persons in 
private lift Members of such advisory committees shall receive no compensa 
tion but shall be reimbursed for expenses in the same manner as members of the 


EXPENSES OI rHE COMMISSION 


SEC 10 The re are he repbv a thorized to he appropriate R out of any monev 
in the Treasury not otherwise appropriated, such funds as may be necessary to 
carry out the provisions of this Act 


EXPIRATION OI! rHE COMMISSION 


Sec. 11. Ninety days after the submission to the Congress of the report pro- 
vided for in section 12 (b), the Commission shall cease to exist. 


DUTIES OF rHE COMMISSION 


Sec. 12. (a) SrupIES AND APPRAISALS.—The Commission shall study and ap- 
praise the functions and activities of government at National, State, and local 


levels, to determine which functions and activities can be most advantageously 








ESTABLISHMENT OF COMMISSIONS od 


carried on at the various levels of government, and which require joint policy- 
making, financing, and administration. 

The Commission shall also study and appraise National, State, and local tax 
systems with a view to such revision thereof as will leave to the States a tl 
localities adequate resources from which to raise revenue to meet the duties and 
responsibilities of State and local governments 

The Commission shall make such further studies and appraisals as in its opir 
may be necessary to accomplish the purposes set forth in section 2 of this Act 

(b) Report’ The Commission shall make a report of its findings and recon 
mendations to the Congress on or before January 31, 1953. 


POWERS OIF rHE COMMISSION 








Sec. 13. (a) Hearinas. For te purpose of carrying out any pro\ I 
Act, the Commission, or any member thereof, may hold hearings and admi 
oat! nav examine witnesse eceive evidence at ar place e | t 
States, and mav require by the att da und testi I 
and the production of books, papers, correspondence, memoranda, ar { 
records deemed relevant to the ter under inquir\ Subpena 4 1 
and issued by any member of the Commissior Witnesses summoned shall 
paid the same fees and mileage that are paid wit! es in the district courts of the 
United States. In case of disobedience of a subpena the Commission may 


the aid of any court of the United States in requiring the attendance and testimony 
of witnesses and the production of documentary evidence. Anv of the distric 
courts of the United States within the jurisdiction of which such inquiry is carried 
on may, in case of contumacy or refusal to obey a subpena issued to any perso! 
issue an order requiring such person to appear (and to produce documentary 
evidence if so ordered) and give evidence relating to the matter in question; and 
any failure to obey such order of the court may be punished by such court as a 
contempt thereof. All process in any such case may be served in the judicial 
district whereof such person is an inhabitant or wherever he may be found 

b) OBTAINING OFFICIAL DATA The Commission is authorized to secure 
directly from any department or agency of the Federal Government information, 


suggestions, estimates, and statistics for the purposes of this Act; and each such 
department or agency is authorized and directed to furnish such information, 
suggestions, eatimates, and statistics directly to the Commission, upon re est 


made by the Chairman or Vice Chairman 


\ BILL To establish a temporary National Commission on Intergovernmental Relat 


Be il enacted by the Ne nate and House or Re presentatives ot the T nited State yf 
hled 
Le 


a 


America in Congress assen 
FINDINGS OF FACT 


SECTION 1. Since the establishment of the Federal system of Government, no 
comprehensive survey has been made by the Congress of the relationships existing 
among the National, State, and local governments of the United States; of the 
allocation of governmental functions and powers among these three governmental 
levels, or of the distribution of jurisdiction of governmental functions and powers 
exercised by two or more governmental authorities. Prior to a determination of 
necessity or desirability of a reallocation of functions and powers or of redistribu- 
tion of jurisdiction over them among the levels of the Federal system, it is neces- 
sary that such a study and survey be made. It is the belief of the Congress that 
such a study and survey of past and present conditions and the determination of 
what legislation should be proposed can best be accomplished through the 
cooperative efforts of officials of government and representatives of the people. 


ESTABLISHMENT OF rHE NATIONAL COMMISSION ON INTERGOVERN MENTAL 
RELATIONS 


commission to be known as the National Commission on Intergovernmental 
Relations (hereinafter referred to as the ‘‘Commission’’), which shall be composed 
of twelve members as follows: 


Sec. 2. (a) There is hereby established a temporary national bipartisan 
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j cain Congress ¢ mobled 
\TEMENT OF FINDINGS AND POLICY 
SECTION |] The Congress hereby finds that In recent ears there has bee nh a 
rapid expansion of the powers, functions, and responsibilities of Federal, State 
and local governments; that sueb « xpansion has taken place in response ‘to: cil 
cumstances, needs, and pressures both intert and international, but unever 
and without relation to any orderly, integrated, or systematic plan, with the 


result that serious imbalances now exist with re spect to the powers and responsi 
bilities of the several levels of government: and that such imbalances have resulted 
: ; : 


¥ } 


z. iplicat Ld iclen ana | 1 an 4 rai 


in Overlap ri 





pii 
le vel ol overt ent lt theretore declare 1 to be Live policy or the Cx i ress 
and the purpose of this Act to provide for the restoration and effectuation of a 
proper balance and relationship among Federa 
in the interest of the people who live under and support them all 


State, and local governments 


ESTABLISHMENT OF THE COMMISSION 
Sec. 2. In order to carry out the purpose of this Act there ereby established 
a temporary national bipartisan commission to be known as the National Con 
mis n on Intergovernmental Relations (hereinafter referred to as the Com 
mission” 
ORGANIZATION OF THE COMMISSION 
Suc. 3. (a) The Commission shall be composed of seventeen members, a 
follows 
1) Two appointed from the executive brai of the Government by th 
President of the United States 
2) Four appointed from the Senate by the President of the Senat« 
3) Four appointed from the House of Representatives by the Speaker of the 


House 

1) ‘Three appointed from among State officials by the President of the United 
States 

(5) [wo appointed from among county officials by the President of the United 
States ‘ 

6) Two appointed from among municipal officials by the President of the 
United States 

b) Not more than one from each class of members appointed under para 
graphs (1), (5), and (6) shall be from any one political party; and not more thar 
two from each class of members appointed under paragraphs (2), (3), and (4) 
shall be from the same political party. 

c) Any vacancy in the Commission shall not affect its powers, but shall be 
filled in the same manner in which the original appointment was made 

d) The Commission shall elect a Chairman and a Vice Chairman from among 
its members 

(e) Nine members of the Commission shall constitute a quorum. 














5 ESTABLISHMENT OF COMMISSIONS 


DUTIES OF THE COMMISSION 


Ec. 4. (a) It shall be the duty of the Commissior 

1) to make a comprehensive study, historic and contemporary, of the 
powers, functions, and jurisdiction of Federal, State, and local governmenta, 
and of their relationship to one another: 
2) to make a com} nsive study, historic and contemporary, of the tax 


resources of Federal, State, and local governments, and of their relationship 
} 
1 








to one anotner: ant 


3) to correlate such studies, so as to provide a comprehensive, composite 














le tion of the powers, functions, and responsibilities of Federal, State, and 
local governments, and of their relationship to one another. 
b) On the basis of such studies and findings, the Commission shall formulate 
recommend ns designed to bring about 
1) the orderly elimination of overlapping powers, functions, and jurisdic- 
on among the levels of government 
2) the more orderly, systematic, and equitable allocation of tax resources 


among Federal, State, and local governments, with a view to providing the 
greatest possible liaison and correlation between revenue-raising and revenue- 
spending agencies, and to ensure that fiscal resources at each level of govern- 
irate with the allocated responsibilities at such level 
ystem of tax immunities among the several levels of 





3) an equ 
yovernment 
1) an orderly, sound, and consistent system for tax-sharing and grant-in- 
aid programs; and 
5) a coordinated, efficient, and well-balanced relationship among Federal, 
State, and local governments which will more fully take into account the 
needs of the present and provide a flexible and valid framework for future 
development 
c) The Commission shall make such interim reports to the President and to 
the Congress as it deems advisable, and shall submit its final report to the Congress 
not later than March 1, 1953. The final report of the Commission shall propose 
such constitutional, legislative, and administrative measures as it deems necessary 
for the effective implementation of its recommendations with respect to each 








level of government 

d) The Commission shall transmit copies of its final report to the President 
of the United States, to the Members of Congress, and to the Governors of the 
several States. 


TERMINATION OF THE COMMISSION 


5. The Commission shall cease to exist upon the filing of its final report. 


Cf 


POWERS OF THE COMMISSION 


Sec. 6. (a) The Commission may, for the purpose of carrying out the provisions 
of this Act, hold such hearings and sit and act at such times and places, take such 
testimony, and require the attendance of such witnesses and the production of 
such correspondence, books, papers, and documents as it deems advisable. Any 
member of the Commission may administer oaths or affirmations to witnesses 
appearing before the Commission The Commission may delegate the powers 
conferred by this subsection to any member or group of members of the Commis- 
s10n 

b) The Commission is authorized to secure from any department, agency, or 
independent establishment of the executive branch of the Govermnent any infor- 
mation it deems necessary to carry out its functions under this Act; and each 
such department, agency, and independent establishment is authorized and di- 
rected to furnish such information to the Commission, upon the request of the 
Chairman or the Vice Chairmar 

c) The Commission shall advise and consult with representatives of labor, 
industry, commerce, agriculture, taxpayers’ organizations, educational institutions, 
and other interested groups, and may establish such advisory committees as it 
deems advisable from among such representatives Members of any such advisory 
committee shall be reimbursed for travel, subsistence, and other necessary ex- 
penses actually incurred by them at the direction of the Commission in the per- 


formance of their duties as such members 
d) The Commission shal! have power, without regard to the civil-service laws 
| 
and regulations, to appoint an executive secretary, who shall be the chief admin- 
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istrative officer of the Commission, and such other personne ms advisabl 
and to fix the compensation of such executive secretary : pel el ir 
accordance with the Classification Act of 1949, as amended 
EXPENSES OF MEMBERS Ol! THE COMMISSION 
SEC 7. Members of the Commission shall be reimbursed for travel, subsistence 


and other necessary expenses actually incurred by them in the performance of 


their d ities as s ich I embers 


APPROPRIATION OF FUND 


Sec. 8. There are hereby authorized to be appropriated such sums as ma é 
necessal to carry out the provisions of this \ U. 
H.R 106, 83d I 
4 BILL To establish a te wrary National Comr Intergovert Re ns 
RB f enacted he Senate and House of Rex sentative of the United State of 
| é ( ( gre ssembled 


FINDINGS OF FA¢ 


SECTION 1. Since the establishment of the Federal system of government. no 
comprehensive survey has been made by the Congress of the relationships existing 
among the National, State, and local governments of the United States: of the 


allocation of governmental functions and powers among these three gover iental 
els, or of the distribution of jurisdiction of governmental functions and powers 
exercised by two or more gover! ental authorities Prior to a determinatior 


of necessity or desirability of a reallocation of functions and powers or of redi 
tribution of jurisdiction over them among the levels of the Fede ral vsten 

-+h a study and survey be mad It is the belief of the Cor 
gress that such a study and survey of past and present conditions and the de 
termination of what legislation should be proposed can best be accomplished 


necessary that suc 


through the cooperative efforts of officials of Government and representatives of 

the people 

ESTABLISHMENT OF THE NATIONAL COMMISSION ON INTERGOVERNMENTAL REI ON 
Src. 2. (a) There is hereby established a temporary 1 onal bipartisa oO 





mission to be known as the National Commission o1 lh tergovernmental le i 


hereinafter referred to as the ‘‘Commissic , Ww h shall be co d « \ 
members as follow 

| Four appointed D the President of the United States, two of who ill 
be officers of the executive branch of the Government, and two private cit ! 

2) Four appointed by the President of the Senate, two of Whom shall be Men 
bers of the Senate, and two private citizer 

3) Four appointed by the Speaker of the House of Representatives, two of 
whom shall be Members of the House, and | ) private citizens 

b) Each person appointed as a member all be experienced wit r have 
nowledge of, the major problems ji field of overnmenta tir 
Of the members enumerated in paragrap! l 2), and (3) of subst n (a), not 
nore than two membe: eacl iss shall be from any one political party An\ 
vacancy in the membership of the Commission shall not affect the Commission’s 
powers, but shall be filled in tl ame manner hich e original appoir ent 
was made. 

The Commission shall elect a Chairman and a Vice Chairman from among 

its members. 

a) Four members of the Commission shall constitute a quorum, 


+ 


e) Prior to making the appointments of members of the Commission as pre- 
scribed in paragrap) (2) of this section, the President of the United States, the 
President of the Senate, and the Speaker of the House of Representatives shall 
consult with and be advised by répresentatives of organizations of State and local 
government officials 
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UTIES OF THE COMMISSIO 
S I e t of the ( ti it to the Congress 
boast 
\ 1 l t ( < ( \ T Nat Stat ind 
T ed Stat | 
( { 1 Stat ( ‘ ent ! 1 power 
} ‘ cakeanieond } hon urisdic 
( ( exercist ea s I ent und 
2) 4 alai umono the Nat State 1 low overnments 
vis ‘ letery the rx S litie i 1 mec ’ t ra or 
1 ( sti the fiscal policic the several levels of 
ent | 4 ( stud the ( I Ol i parti ur 
t t \ tergo\ I tal tax immuniti tern of the problen 
the ( 1 I ( ent ind taxpayer nd IK re I these 
! | reve ‘ ree ind means for red g or eliminating inter 
me il ta ee petitio i 1 (( grants ud. T { ing nd other 
; easures for ad st fl cial resource to the eeds of State and 
j wernment vit ’ ‘ to proposing 1ides to the se of such devices 
mprove ent tl r operatio 
i (4 n Shall ul teri repor 4 nh time or time is bnhe 
‘ 1e¢ Sar shail Dmit a c pre e report of it vetivitle 
; ( ( es to the Congress on or before December 31, 1952, a1 
t 3 f report not later than Mayr 31, 1953. a ni ite the Cor 
ill cease to ex lhe final report of the Co i mn shall propose sucl 
il amendim«e s] ve enactments, and administrative actions, 
i Fi ent are nece ary to carry out 1ts recom lations with respect to 
( level of government 
POWERS OF THE COMMISSIO 
Si } a) Lhe Co ma l urrving out t \ct, hold such hearings, 
require by sul pe 1 or ( e the atte lance Ot sue! yitne es and the pro 
n of s rresponde papers, and docu s, take such testi 
ev, and sit and act at suc times and places as the Commission deems ad- 
visable \1 member of the Ce Ussion may admi ter oaths or affirmations 
to witnesses appearil before the Commissi The Commission mav delegate 
the powers conferred by this subsection to a ne er or to a group of members 
of the Commissio1 . 102 and 104 of the Revised Statutes, as amended 
2 I Ss. ( 192, 194 shal ve applicable in the case of the failure of any person to 
comply with the requirements of any subpena issued and served upon him by the 
qi ’ YT 
| ( vuthorized to sé re fr 4 partment, agency, or 
independent instrumentality of the executive bran of the Government 
formation it deen ecessary to carry out its functions under this Act; and 
\ each such departme and instrumentality is authorized and directed 
to furnish such information to the Commissi upon request made by the 
Chairman or Vice Cha 4 
Che Commissior Nall advise and consult wit representatives of labor, 
lustry, commerce, agriculture, taxpayers organizations, State and local goverr 
‘ ind r inte may establish such advisory committe 
r imittees as May among such representatives \lembers 
of anv such advisory reimbursed for travel, subsistence, and 


m at the direction of the Commission in 





i ! | ower, without regard to the civil-service 
laws, to appoint and fix the compensation of an executive secretary, who shall be 


the chief administrative officer of the Commission, and such other personnel as 





it deems advisable, but the rates of compensation of icl personnel shall not 


exceed the rates prescril ed in the Classification Act of 1949 for comparable duties 


COMPENSATION OF MEMBERS OF THE COMMISSION 


Sec. 5. (a) Members of the Commission who are appointed from among Mem- 
bers of Congress or from the executive branch of the Government shall serve 
without compensation in addition to that received for their services as Members 





( ( executive br h, | ( 1 f | 

their dut s me her of tl Comyr io} 
Mi rs I ne c¢ : oUuner I ri ) 

al ble re e ¢ npe tor rf t ! S50 per fry 

( { I peri ft tl r dut f ( 
hall be x bur 1 for travel ( 1 | 
by ther t for f their d | ( 

AUTHORIZATION FOR APPROPRIATION 
Si 6 I re authori 1 to be appropriated su I! is may be 


Be it enacted by the Senate and House of Representatives of the Unite S 


Imerica in Cong s assembled, 











STATEM ' OF FINDI | 
SECTIO l Lhe ( re ere! t is tha ent ears t ! ha es 4 
rapid expansior f the p I funet und re { of Federal. Stat 
und a vernm { tha expa i i ace | I | { 
cumstances needs, and pre res | ternal and international. | 
and without relation to ar rade tegrated 1 stematic plan. w ‘ 
result that serious imbalances now exist with respect to the powers and respo 
bilities of the several levels of government; and that ich imbalances have re ilted 
in overlapping, duplication, inefficiency, and ineffectiveness am the cs ral 
levels of government It is, therefore, declared to be the poliev of the Congres 
und the purpose of t! Act provide for t restora and effectua A 
roper balance and relati r) al ’ | ’ State. and ca vernmer 
thre nterest of the people \ » live inder and s ipport them al 
ESTABLISHMENT OF rH COMMISSION 
Sec. 2. In order to carry out the purpost of thi Act there is hereby ¢ al ed 
a temporary national bipartisan commission to be known as the National ¢ 
ission on Intergovernmental telations hereinafter referred to a the 
LOTNTRISSIOI 
ORGANIZATION OF THE COMMISSION 
SK 3 a The Commission shall De composed of seventeen members, &s 


l 1 


1) Two appointed from the executive branch of the Government by the 
President of the United States 


2 Four appointed from the Senate by the Pre lent of the Senat« 
3) Four appointed from the House of Representatives by the Speaker of the 


Hou 
1) Three appointed from among State officials by the President of the Unitec 
States 
5) Two appointed from among county officials by 


States 


e President of the Unite: 


6) Two appointed from among municipal officials by the President of the 


| I ited States 


b) Not more than one from each class of members appointed under paragraphs 


1), (5), and (6) shall be from any one political party; and not more than tw 
(2 


from each class of members appointed under paragraphs (2), (3), and (4) shall be 


from the same political party 


c) Any vacancy in the Commission shall not affect its powers, but shall be 


filled in the same manner in which the original appointment was made 

d) The Commission shall elect a Chairman and a Vice Chairman from amon 
its members. 

(e) Nine members of the Commission shall constitute a quorum, 


94120—55 “ 
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DUTIES OF THE COMMISSION 

DE¢ } a It shall be the duty of the Commission 
1) to make a comprehensive study, historic and contemporary, of the 
powers, functions, and jurisdiction of Federal, State, and local governments, 


and of their relationship to one another 
2) to make a comprehensive study, historic and contemporary, of the 
E ‘al, State, and local governments, and of their relation- 








» to correlate such tudies, so as to provide a comprehensive, composite 
lescription of the powers, functions, and responsibilities of Federal, State, 
and local governments, and of their relationship to one another. 

b) On the basis of such studies and findings, the Commission shall formulate 
recommendations designed to bring about 

|) the orderly elimination of overlapping powers, functions, and jurisdic- 
tion among the everal levels of government: 

2) the more orderly, systematic, and equitable allocation of tax resources 
among Federal, State, and local governments, with a view to providing the 

yn and correlation between revenue-raising and revenue- 
spending agencies, and to ensure that fiscal resources at each level of govern- 
ment are commensurate with the allocated responsibilities at such level; 

3) an equitable system of tax immunities among the several levels of 

vernn ‘ nt 

+) an orderly, sound, and consistent system for tax-sharing and grants-in- 
aid programs; and 

5) a coordinated, efficient, and well-balanced relationship among Federal, 
State, and local governments which will more fully take into account the 
needs of the present and provide a flexible and valid framework for future 


nent 








greatest possible 


T 
| 
( lhe Commission shall make such 1 


iterim reports to the President and to 
the Congress as it deems advisable, and shall submit its final report to the Congress 
h March 1, 1954. The final report of the Commission shall propose 
ich constitutional, legisla 





ve, and administrative measures as it deems necessary 





for the effective implementation of its reeommendations with respect to each level 
of government 
d) The Commission shall transmit copies of its final report to the President 
of the United States, to the Members of Congress, and to the Governors of the 
several States 
TERMINATION OF THE COMMISSION 


Sec. 5. The Commission shall cease to exist upon the filing of its final report 


POWERS OF THE COMMISSION 


Sec. 6. (a) The Commission may, for the purpose of carrying out the pro- 


visions of this Act, hold such hearings and sit and act at such times and places, 
take such te stimony, and re quire the attendance of such witnesses and the pro- 
duction of such correspondence, books, papers, and documents as it deems 
advisable Any member of the Commission may administer oaths or affirma- 
tions to witnesses appearing before the Commission. The Commission may 
delegate the powers conferred by this subsection to any member or group of 
members of the Commission 

(b) The Commission is authorized to secure from any department, agency, or 
independent establishment of the executive branch of the Government any 
information it deems necessarv to carry out its functions under this Act: and 
each such department, agency, and independent establishment is authorized 
and directed to furnish such information to the Commission, upon the request 
of the Chairman or the Vice Chairman. 

c) The Commission shall advise and consult with representatives of labor, 
industry, commerce, agriculture, taxpayers’ organizations, educational institu- 
tions, and other interested groups and may establish such advisory committees 
as it deems advisable from among such representatives. Members of any such 
advisory committee shall be reimbursed for travel, subsistence, and other neces- 
sary expenses actually incurred bv them at the direction of the Commission in 
the performance of their duties as such members 








j 


d) The Commission shall have power, without regard to the civil-service laws 


d regulations, to appoint an executive secretary, who shall be the chief admin- 
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istrative officer of the Commission, and such other personnel as it deems advisable, 
and to fix the compensation of such executive secretary and other personnel i 
accordance with the Classification Act of 1949, as amended. 





EXPENSES OF MEMBERS OF THE COMMISSION 


Sec. 7. Members of the Commission shall be reimbursed for travel, subsiste1 


ce 
and other necessary expenses actually incurred by them in the performance of 
their duties as such members. 
APPROPRIATION OF FUNDS 
Sec. 8. There are hereby authorized to be appropriated such sums as may be 


necessary to carry out the provisions of this Act. 


A BILL To establish a temporary National Commission on Inter ernmental R 


Be it enacted by the Senate and House of Representatives of the United States of 
America in ¢ 'Ongress assembled, 
FINDINGS OF FACT 


Section 1. Since the establishment of the Federal system of government, no 
comprehensive survey has been made by the Congress of the relationships existing 
among the National, State, and local governments of the United States: of the 
allocation of governmental functions and powers among these three governmental 
levels, or of the distribution of jurisdiction of governmental functions and powers 
exercised by two or more governmental authorities. Prior to a determination of 
necessity or desirability of a reallocation of functions and powers or of redistril 
tion of jurisdiction over them among the levels of the Federal system, it is necessary 
that such a study and survey be made. It is the belief of the Congress that such 


a study and survey of past and present conditions and the determination of what 
legislation should be proposed can best be accomplished through the cooperative 


efforts of officials of government and representatives of the peoples 


ESTABLISHMENT OF THE NATIONAL COMMISSION ON INTERGOVERNMENTAI 
RELATIONS 

Sec. 2. (a) There is hereby established a temporary national bipartisan com- 
mission to be known as the National Commission on Intergovernmental Relat 
(hereinafter referred to as the “‘Commission’’), which shall be composed of twelve 
members as follows 

(1) Four appointed by the President of the United States, two of whom shall 
be officers of the executive branch of the Government, and two private citizens 

(2) Four appointed by the President of the Senate, two of whom shall be 
Members of the Senate, and two private citizens 

(3) Four appointed by the Speaker of the House of Representatives, two of 
whom shall be Members of the House and two private citizens 

(b) Each person appointed as a member shall be experienced with, or have 
knowledge of, the major problems in the field of intergovernmental relations. 


1OnS 





Of the members enumerated in paragraphs (1), (2), and (3) of subsection (a), not 
more than two members in each class shall be from any one political party. Anv 


vacancy in the membership of the Commission shall not affect the Commission’s 
powers, but shall be filled in the same manner in which the original appointment 
was made 

(c) The Commission shall elect a Chairman and a Vice Chairman from among 
its members. 

(d) Four members of the Commission shall constitute a quorum. 

(e) Prior to making the appointments of members of the Commission as pre- 
scribed in paragraph (2) of this section, the President of the United States, the 
President of the Senate, and the Speaker of the House of Representatives 
consult with and be advised by representatives of organizations of State and local 
governmental officials. 
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~ ; | f e C4 t mit to the Congress 





| the Nationa state, and 
‘ . i 1 pre l 1jiocation of 
I i I Na ) tate and local 
( gO rnmental f etions and powers 
{ t I ernme und the distribution of juris 
er su in exercised Dy eac such government; and 
2) the f i { i] the National, State, and local governments 
of detern yt possibilities, and mechanism for achieving, on 
1 CO nuous | consistency in the fiscal policies of the several levels of 
ments In making ch study the Com on shall give particular 
tention to (A) intergovernmental tax immunities in terms of the problems 
hey create for governments and taxpayers, and means for resolving these 
I ( I evenu ree ind means for reducing or eliminating inter- 
rnmental tax competiti and (C) grants-in-aid, tax sharing, and other 
milar measures for adjust financial resources to the needs of State and 
ocal governments, with a view to proposing guides to the use of such devices 
ind Improve me 1 l f peratio 
The Commi on sha sub if interim reports as §s ich time or times as the 
( sion det nece i | DT a CK prehensive report of 1ts activities 
al re of studies t Congress yr before September 30, 1954, and 
shall submit its final report not later than December 31, 1954, at which date the 
Commission shall c-ast xi Che final report of the Commission shall propose 
uct constitutional ame le ] lve enactments, and administrative 
act as 1 Ss judg ! t ce to carry out 1 recommendations with 
res pet Lo eac! level of ) I ( 
PO I ) OMMISSIO 
Si j a) The Cor mma in carrving out this Act, hold such hearings, 
req by subpena or otherwise e attendance of such witnesses and the produc- 
10 I suc correspo lence papers, and document take such testimony, 
and and act at such ti and places as the Commission deems advisable 
Any member of the Commissio av administer oaths or affirmations to witnesses 
appearing before t! ( NUssi The Comn ay delegate the powers 
‘ rred tf s ( oO VI mber o oa roup f me hers of the Con 
missi Sections 102 and 104 of the Revised Statutes, as amended (2 U. S. ( 
192, 194), shall be applica n the ease of the failure of any person to comply 
Ww tne I uirem | Ot at 1 Al l 1 ar 1 serve {upon him by the Commis 
Che Con SS t! it secure from a iepartment, agency, or 
pendent strumentality of the ecutive branch of the Government any 
Information it Geems necessary to carry out 1 functions under this Act: and each 
suci ic partment agen i 1 nstrumentaityv 1 authorized and directed to 
furnish such formation to the Commission, upon request made by the Chairman 
r Vice ¢ irma 
c ihe Commission shall advise and consult with represe ntatives of labor, 
industry, commerce, agriculture, taxpayers’ organizations, State and local govern- 
ments, and other interested groups, and may establish such advisory committee 
or committees as may be desirable from among such representatives Members 
of any ch advisory committee may be reimbursed for travel, subsistence, and 
ther necessary expenses incurred by them at the direction of the Commission in 
the errormance of their auties 


lhe Commission shall have the power, without regard to the civil-service 


law to appoint and fix the con 


pensation of an executive secretary, who shall be 
the chief administrative officer of 


1e Commission, and such other personnel as it 


deems advisable, but the rates of compensation of such personnel shall not exceed 
the rates prescribed in the Classification Act of 1949 for comparable duties. 


COMPENSATION OF MEMBERS OF THE COMMISSION 


Sec. 5. (a) Members of the Commission who are appointed from among 
Members of Congress or from the executive branch of the Government shall serve 
without compensation in addition to that received for their services as Members 
of Congress or in the executive branch, but shall be reimbursed for travel, sub- 
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Ss { NUMBEI i ( 

of ( us f 
| Seeretar f the r ( } eC! R 
Direc of the Budge 

2 | t ; Dp ted t } ( ~ f r fy e & 
und four fr an ? the eT ! ot ~ 

) | t t he ppe ( sry ray | f Repre 
fr he House of Representat f 5 

b) PoLITICAL AFFILIATI f ( ber 

hbsectio 1 two me her } f 
the Democratic members to be ' hese i 
eaders of e Senat nd Rep 

c) VACANCTI Ar vacaney in t Commissior hall not affe e! 
but shall be filled in the same manner in which the original appointme is] ( 
except that any member of the Commission appointed to fill a vacancy sha 
of the same political party as his predecessor 

ORGANIZATION OF THE COMMISSION 
Sec. 5. The Commission shall elect a Chairman and a Vice Chairman fron 


among its members, 


Sec. 6. Ten members of the Commission shall constitute a quorum 
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COMPENSATION OF MEMBERS OF THE COMMISSION 


Si 7. Members of the Commission shall receive no compensation for their 
but they shall be reimbursed for travel, 
subsistence, and other expenses incurred by them in the performance of the duties 


vested in the Commissio! 


services on the Commission as such, 


rAFI OF rHE COMMISSION 


Sec. 8. The Commission shall have power to appoint and fix the compensation 
ich personnel, as it deems advisable, without regard to the civil-service laws 

l e Clas ica ) \( 1449 

VISORY COMMI bE} 
S The Cor hall have power to establish local advisory com- 
ership may be drawn from among local officials and persons 
private litt Members of such advisory committees shall receive no compensa- 
tion but shall be reimbursed for expenses in the same manner as members of the 
{ i 
EX! I i COMMI LON 

SI 10. There ar reby authorized to be appropriated, out of any money 
rrea ry not otnerv appropriated, such funds as may be necessary to 


5 1] Ninety days after t} submission to the Congress of the report pro- 
ged tor 1n sectior 2 the Commission shall cease to exist. 


DUTII Ot rHE COMMISSION 


Si 12. (a) Srupit AND APPRAISALS The Commission shall study and 
1 { nt at National, State, and local 

levels, to determine which functions and activities can be most advantageously 

ed on at the various vels of government, and which require joint policy- 

making financing, and administration 

all also study and appraise National, State, and local tax 








The Commission s] 





systems with a view to su revision thereof as will leave to the States and the 
localities adequate resources from which to raise revenue to meet the duties and 
responsibilities of State and local governments 

The Commissior i! make such further studies and appraisals as in its opinion 


may be necessary to accomplish the purposes set forth in section 2 of this Act. 
| REPORT The Commission shall make a report of its findings and recom- 


mendations to the Congress on or before January 31, 1954 


POWERS OIF THE COMMISSION 


Sec. 13. (a) HeEArtnGs.—For the purpose of carrying out any provision of 

t. the Commission, or : thereof, may hold hearings and admin- 
ister oaths, may examine wit receive evidence at any place in the 
United States, and may require by subpena the attendance and testimony of wit- 


ny membe 





r 
sses and 


nesses and the production of books, papers, correspondence, memoranda, and other 
records deemed relevant to the matter under inquiry. Subpenas may be signed 
and issued by any member of the Commission. Witnesses summoned shall be 


pal 1 the same fee S and mileage that are p: id witnesses in the district courts of the 
United States. In case of disobedience of a subpena the Commission may invoke 
the aid of any court of the United States in requiring the attendance and testimony 
of witnesses and the production of doe imentary evidence. Any of the district 
courts of the United States within the jurisdiction of which such inquiry is carried 
on may, in case of contumacy or refusal to obey a subpena issued to any person, 
issue an order requiring such person to appear and to produce documentary 
evidence if so ordered) and give evidence relating to the matter in question; and 
any failure to obey such order of the court may be punished by such court as a 
contempt thereof. All process in any such case may be served in the judicial 
district whereof such person is an inhabitant or wherever he may be found. 

(b) OBTAINING OFFICIAL DATA.—The Commission is authorized to secure 
directly from any department or agency of the Federal Government information, 
suggestions, estimates, and statistics for the purposes of this Act; and each such 
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department or agency is authorized and directed to furnish such information, 
suggestions, estimates, and statistics directly to the Commission, upon request 


made by the Chairman or Vice Chairman 


H. R. 4406, 83d ¢ 


A BILL To establish a Commission on Governmental Functions and Fiscal Resour 


Be it enacted by the Senate and Ho e of Representative of the United St 
America in Conaress assemble C7 a 


SecTioN 1. Because existing confusion and wasteful duplicati 
and administration pose a threat to the objectives of programs of 
Government shared in by the States, including their political ibd 
the activity of the Federal Govern: has beer tended into many fie 

nder ir constituti ul S\ m, are ep i rest and obligati« 
scveral States and the subdivisions thereof, and because of the 1 
plexity of intergovernmental relations, it ssary to } 
of the Federal Government in relation to the States and their politica i 
wit! respect to such fie lds, to the end that these relations may be learly den I 
and the functions concerned may be allocated to their proper jurisd on It 
is further necessary that intergovernmental f il relations | ) 1 1 tha 
each level of government discharges the functions which belong within juris- 


diction in asound and effective manner. 


COMMISSION ON GOVERNMENTAL FUNCTION AND FISCAL RESOUR( 


Sec. 2. (a) For the purpose of carrying out this Act there is hereby established 
a commission to be known as the Commission on Governmental Functions and 
Fiscal Resources, hereinafter referred to as the ‘‘Commission”’ 

(b) The Commission shall be composed of twenty-five members, as fol 

(1) Fifteen members appointed by the President of the United States, from 
among whom the President shall designate the Chairman and the Vice Chairman 
of the Commission 

2) Five members appointed by the President of the Senate, three from the 
majority party, and two from the minority party; and 

(3) Five members appointed by the Speaker of the House of Representatives 
three from the majority party, and two from the minority party 

(c) Any vacancy in the Commission shall not affect its powers, but shall be 
filled in the same manner in which the original appointment was mad 

d) Thirteen members of the Commission shall constitute a quorum, but a 
lesser number may conduct hearings. 

e) Service of an individual as a member of the Commission or employment of 
an individual by the Commission as an attorney or expert in any business or pr 
fessional field, on a part-time or full-time basis, with or without compensat 
shall not be considered as service or employment bringing such individual withi 
the provisions of sections 281, 283, 284, 434, or 1914 of title 18 of the United States 
Code, or section 190 of the Revised Statutes (5 U.S. C. 99 


DUTIES OF rHE COMMISSION 


Sec. 3. (a) The Commission shall study and investigate all of the pr 
activities in which Federal aid is extended to State and local 
Commission shall determine and report whether there is 
aid in the various fields in which Federal] aid is extended; whether there are other 
fields in which Federal aid should be extended: whether Federal contr 
respect to these activities should be limited, and, if s« to what extent: whether 
Federal aid should be limited to cases of need: and al 
such Federal aid, including the ability of the Federal ( 
to finance activities of this nature 

(b) The Commission, not later than March 1, 1954, shall submit to the P1 
dent for transmittal to the Congress its final report, including recommendat 
for legislative action; and the Commission may also from time to time mak« 
President such earlier reports as the President may request or as the Comn 
deems appropriate. 





| other matters incident t« 


iovernment and the State 








IS STABLISHMENT OF COMMISSIONS 

















er 
( ( 
I \( i | ( 
{ ! ( 
{ 
( ( 
Q 1) 7 
e { ; , 1 
i { 
i S ( 
| { 
| 
( ( 
\\ \ ; 2 LOA 
? i 
\ ( ( ( \ ot 
i) bil l I! ‘ 
~ { ~ if ( ae fina report 
> \ ( eC ewvist 
S48, 83d 
, I 
S te H] f Representat of the United St 
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to be | \ at ( ission « nter ernmental Relations (here- 
‘ In Vv of the tantly increasing 
‘ I tne ent and na Ot @& Vast etwork of relationships 
. the Fe ue nty, and municipal governments in the United States, 
t! : Stal ed tor t purpose oO avi and making recom- 
menda Preside | the Congress, i effort to bring about 
1) the finding of ind means of establishing a more orderly and less 
compe ve fiscal ‘ t petwer The everal levels of government 
Major aspects of t problem include the overlappit ind confused systems 
e iner demands made n the Federal Government 
A the stat or tay wing and ints iid, without following any 
( =1stent ove 1] tte 
2) the elimination of d cation and overlapping services, activities, and 
ctions, and the secur & better ati of such services, activities, 
und functior Ww the several levels of government 
> the attainment of such an allocation of governmental functions among 
the several levels o overnite ta will contri ite to economy in rovern- 


ental administration « the one hand, and maximum service to the public 
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| 1 reductic the total we mental exp 1i4 t { { 
possible level consistent with the ef ormance of essentia 
activities, and functions; and 
5) the deve pment, within the « { titutio fran : 
governmental structure, and such cooperative } cit und pr 
will tend to overcome existing obstacle to efficient vovernmenta 
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b) The Commission is authorized to secure from any departmet Lor 
independent instrumentality of the executive branch of the Government a 
formation it deems necessary to carry out its functions under this Act; and 
such department, agen¢ Vv, or instrumentality, 1s author d and directed 1 ish 
such information to the Commiussl1o pon request mace ) the chairmal f 


chairman. 
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Che Commission shall have power to appoint and fix the compensation of a 
Dire or of Research and all other necessary perso! nel without regard to the 
ervice laws, and without reference to political affiliations, solely on the 
gyro 1 of fitness to pe rform the luties of their office 
OL D i Mi pers tf ie Commission, other than those to whom subsec- 
tions (b) and (¢) of sect | 2 are applicable, and within the provisions of subsection 
ee a ee ill receive compensation at the rate of $50 per dav for each day 
é gaged in the perfor of their duties as members of the Commission, 
4 i pe rel rs¢ for | bsistence, and other necessary expenses 
lr it e { ero of their duties as members of the Commission 
b) Members of the C« SSi¢ are Members of Congress shall serve 
without compensation in addition to that received for their services as Members 
of Congress: but shall be reimbursed for travel, subsistence nd other neccessary 
eX] es rred then e performance of their duties as members of the 
Cx ssior 
( Kach member of the Commission from the executive branch of the Govern- 
ent shall receive, in addition to the compensation for duties performed in the 
exe itive brane} S50 per dav for each dav he is engaged in the performance of 
his duties as a me ber of the Commissio1 Prov led. howeve That his total aggre- 
gate annua alarv shall not exceed $12,500: and shall be reimbursed for travel, 
ibsistence, and other necessary expenses incurred in the performance of his duties 
as a < er of the ( " | i¢ 
Sec. 6. There are authorized to be appropriated such sums as may be necessary 
to carry out the provisions of this Act 
Sec. 7. The Commission shall cease to exist at the end of the fiscal vear during 
which its final report to the President and the Congress is made 
H. R. 4851, 83d ¢ ‘ 
4 BILLT iN ( Inter l i R n 
/ t enacted by the Senate and House of Representatives of the United States of 
A? rin Congress assemble / 
ESTABLISHMENT OF THE NATIONAL COMMISSION ON GOVERNMENTAL RELATIONS 
SecTioNn 1. There is hereby established a national bipartisan commission, in 


which the various levels of government are represented, to be known as the Na 
tional Commission on Intergovernmental Relations (hereinafter referred to as 
the ‘Commission In view of the constantly increasing complexity, during the 


last century and a half, of a vast network of relationships among the Federal, 


State, county, and municipal governments in the United States, this Commission 
s established for the purpose of studying and making recommendations to the 
President and the Congr in an effort to bring about 


1) the finding of ways and means of establishing a more orderly and less 
competitive fiscal relationship between the several levels of government. 
Major aspects of this problem include the overlapping and confused systems 
of taxation and the increasing demands made upon the Federal Government 
and the States for tax-sharing and grants-in-aid, without following any con- 
tent over-all pattern; 

2) the elimination of duplication and overlapping services, activities, and 
functions, and the securing of a better coordination of such services, activities, 
and functions among the several levels of government; 

3) the attainment of such an allocation of governmental functions among 
the several levels of government as will contribute to economy in governmental 
administration on the one hand, and maximum service to the public on the 
othe E> 
+) a reduction in the total governmental expenditures to the lowest pos- 


SIDI level consistent with the « 








SIs 


fficient performance of essential services, 


activities, and functions 

5) the development, within the existing constitutional framework, of a 
governmental structure, and such cooperative policies and procedures as will 
tend to overcome existing obstacles to efficient governmental administration, 
and to lay a sound foundation for future development. 
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MEMBERSHIP OF THE COMMISSION 


SEc. 2 a The Commission shall be composed of fourteen members, as follows 
l Five appointed by the President of the United States. two of who 
shall be officers of the executive branch of the Government and three of 
whom shall be private citizens, all of whom shall have had experience with 
or knowledge of major problems in the field of intergovernmental relat 
2) Two appointed by the President of the Senate, who shall be Member 
of the Senate; 
3) Two appointed by the Speaker of the House of Represent 
who shall be Members of the House; 
+) Two appointed by the President of the United States, who shall be 
State officials, from a panel of at least four, submitted by the Council of 
State Governments; 
5) Two appointed by the President of the United States, who shall be 


municipal officials, from a panel of at least four, submitted by the American 


Municipal Association, the Unternational City Mamagers Association, and 
the United States Conference of Mayors; 
6) One appointed by the President of the United States, who shall be a 


county Official, from a panel of at least two, submitted by the National 


Association of County Officials 
b) Of the members enumerated in paragraph (1) of subsection (a), not moré 
than three members shall be from any one political party; of each class of 


bers enumerated in paragraphs (2), (3), (4), and (5) of subsection (a), not mor 
than one member shall be from any one political party 
c) Any vacancy in the Commission shall not affect its powers, but all be 


filled in the same manner in which the original appointment was made 
d) The Commission shall elect a Chairman and a Vice Chairman from among 
its members. 


‘ Seven members of the Commissio1 uli cCONStitute a quorul 
DUTIES OF rHE COMMI LON 
Sec. 3. It shall be the duty of the Commissi 
1) to make a thorough and comprehensive study of the subject sted 


below, and of any related subjects, with a view to determining what changes 
in existing relationships, in its opinion, are necessary to the accomplishment 
of the purposes set forth in section 1 of this Act 

A) the origin and development, and present status, of the relations 


and interrelations of the Federal, State, and local governments of the 


United States; 

B) the allocation of governmental functions among the Federal, 
State, and local governments of the United States; 

©) the problem of geographical areas as related to governmental 
functions, field administration, and metropolitan communities 






D) the gradual encroachment upon our Federal system of current 
and impending developments in the fiscal relations of the Federal Govern 
ment with the States, and of the States with their political subdivisio1 


2) to submit its final report and recommendations to the Presi 


Congress on the subjects indicated above, and suggest plans and procedures 





i i 


nt and the 


for carrying these recommendations into effect, not later than March 31, 


1955. 


POWERS OI! rH COMMISSION 


Sec. 4. (a) The Commission may, in carrying out this Act, hold such hearings, 


require by subpena or otherwise the attendance of such witnesses, and the pro 
duction of such correspondence, books, papers, and documents, take such testi 
mony, sit and act as such times and places as it deems advisable Any member 
of the Commission may administer oaths or affirmations to witnesses appearil 
before the Commission. The Commission may delegate the powers conferre 


by this subsection to any member or to a group of members of the Commis 


1 


Sections 102 and 104 of the Revised Statutes, as amended (2 U.S. C. 192, 194), 


+ ; 


shall be applicable in the case of the failure of any person to comply with the 


requirements of any subpena issued and served upon him by the Commissior 


(b) The Commission is authorized to secure from any department, agency, or 


independent instrumentality of the executive branch of the Government 
information it deems necessary to carry out its functions under this Act; a 
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r } ch department. agente or instrumentality is authorized and directed to 


iest made by the Chairman 
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ctivities, and inctions n¢ necessary to the 


efficient conduct of government, particularly those of a nondefense character; 


defining and limiting executive functions, services, and activities, 
particularly those of a nonaetense character. 
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REESTABLISHMENT OF THE COMMISSION ON REO! ANIZATION OF rH EXECUTIVI 


Src. 2. For the purpose of carrying out the policy set forth in section 1 of this 
Act, there is hereby reestablished a bipartisan co ission to be known a he 
Commission on Organization of the Execut Branch of the Gover! ‘ 3 
sect rererred to as the Commission’), origina established pursuant to Public 
Law 162, kightieth Congress. 


MEMBERSHIP OF THE COMMISSION 


Src. 3. (a) NUMBER AND APPOINTMEN rhe Commission shall be composed 
of twelve members as follows: 
1) Four appointed by the President of the United States, two fre the 
executive branch of the Government and two from private life 
2) Four appointed by the President pro tempore of the Senate, two frora 


the Senate and two from private life; anc 
3) Four appointed by the Speaker of the House of Representatives, two 


from the House of Representatives and tw® from private life. 
f 


b) POLITICAL AFFILIATION.—Of each cl: of two members mentioned in 
subsection (a), not more than one member shall be from each of the two major 
political parties. 

c) VACANCIES. Any vacancy in the Commission shall not affect Hs powers, 
but shall be filled in the same manner in which the original appointment was mad 


ORGANIZATION OF THE COMMISSION 
Sec. 4. The Commission shall elect a Chairman and a Vice Chairman fron 
among its members. 
QUORUN 


Sec. 5. Seven members of the Commissic all constitute a quorun 


COMPENSATION OF MEMBER O} THE COMMI ION 





Sec. 6. (a) MemBErsS oF Concress.— Members of Congress who are members 
of the Commission shall serve without compet tio n a tion to that re ed 
for their services as Members of Congress: but tl shall be reimbursed ! 
travel, subsistence, and other necessary expenses incurred by them in the per- 
formance of the duties vested in the Commissior 

b) MEMBERS FROM THE EXECUTIVE BRANCH.—The members of the ¢ 
mission who are in the executive branch of the Government shall each receive 
the Compensation which he would receive if he were not a member of the Com- 
mission, plus such additional compensation, if any (notwithstanding section 6 


of the Act of May 10, 1916, as amended; 39 Stat. 582; 5 U. S. C. 58), as is neces- 
sary to make his aggregate salary $12,500; and they shall be reimbursed for 
travel, subsistence, and other necessary expenses incurred by tiem in the per- 
formance of the duties vested in the Commission. 

c) MEMBERS FROM PRIVATE LIF! The members from private life all each 
receive $50 per diem when engaged in the performance of duties vested in the 
Commission, plus reimbursement for travel, subsistence, and other necessary 
expenses incurred by them in the performance of such duties, 


STAFF OF THE COMMISSION 


Src. 7. The Commission shall have power to appoint and fix the compensation 
f 4 


of such personnel as it deems advisable, in accordance with the provisions of the 
civil-service laws and the Classification Act of 1923, as amended 


EXPENSES OF THE COMMISSION 


Sec. 8. There is hereby authorized to be appropriated, out of any money in the 
Treasury not otherwise appro} riated, so n as may be necessary to carry out 
the provisions of this Act. 

DUTIES OF THE COMMISSION 

See. 9. (a) Investication.—The Commi hall 

present organization and methods of operation of all departments, bureaus, agen- 


cies, boards, commissions, offices, independent estat ments, a inst ( ul 
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ties of the executive branch of the Government, particularly those of a nondefense 
character to determine what changes therein are necessary in their opinion to 
accomplish the purposes set forth in section 1 of this Act 


POWERS OF THE COMMISSION 


Sy 10 a [EA RIN‘ AND SESSIONS The Commission, or any member 
thereof a for the purpose ot carrving out the provisions of this Act, hold such 
hearings and sit and act at such times and places, and take such testimony, as the 
Commission or such 1 nber may deem advisable Any member of the Commis- 
sion may administe! ths or affirmations to witnesses appearing before the 
Commission or before such member 

b) OBTAINING OFFICIAL DATA The Commission is authorized to secure 
directly from any executive department, bureau, agency, board, commission, 
office, independent establishment, or instrumentality information, suggestions, 


+} 





and sts 





estima ics for the purpose of this Act; and each such department, 


bureau, agency, board, commission, office, establishment or instrumentality is 
authorized and directed to furnish such information, suggestions, estimates, and 
tatistics directly to the Commission, upon request made by the Chairman or 


Vice Chairman. 


H, R. 469, 83d Cong., Ist se 
A BILL To reestabl the Comr on on Organization of the Executive Branch of the Government 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, 


DECLARATION OF POLICY 
SECTION 1 It is hereby declared to be the policy of Congress to promote 
economy, efficiency, and improved service in the transaction of the publie business 
in the departments, bureaus, agencies, boards, commissions, offices, independent 
establishments, and instrumentalities of the executive branch of the Government 
and thus to serve the needs of national defense and security by 
1) Limiting expenditures, particularly those of a nondefense character, 
to the lowest amount consistent with the efficient performance of essential 
services, activities, and functions; 
2) eliminating duplication and overlapping of services, activities, and 
functions, particularly those of a nondefense character 
3) consolidating services, activities, and functions of a similar nature, 
particularly those of a nondefense character; 
(4) abolishing services, activities, and functions not necessary to the 
efficient conduct of government, particularly those of a nondefense character; 


and 


5) defining and limiting executive functions, services, and activities, 


particularly those of a nondefense character. 


REESTABLISHMENT OF THE COMMISSION ON REORGANIZATION OF THE EXECUTIVE 
BRANCH 


Sec. 2. For the purpose of carrying out the policy set forth in section 1 of this 
Act, there is hereby reestablished a bipartisan commission to be known as the 
Commission on Organization of the Executive Branch of the Government (in 
this Act referred to as the ‘‘Commission’’), originally established pursuant to 
Public Law 162, Eightieth Congress. 


MEMBERSHIP OF THE COMMISSION 


Sec. 3. (a) NUMBER AND APPOINTMENT,—The Commission shall be composed 
of twelve members as follows 
1) Four appointed by the President of the United States, two from the 
executive branch of the Government and two from private life; 
(2) Four appointed by the President pro tempore of the Senate, two from 
the Senate and two from private life; and 
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(3) Four appointed by the Speaker of the House of Representatives, two 
from the House of Representatives and two from private life. 

(b) PoLiricAL AFFILIATION.—Of each class of two members mentioned in 
subsection (a), not more than one member shall be from each of the two major 
political parties. 

(ec) Vacancres.—Any vacancy in the Commission shall not effect its powers, 
but shall be filled in the same manner in which the original appointment was made 


ORGANIZATION OF THE COMMISSION 


Src. 4. The Commission shall elect a Chairman and a Vice Chairman from 
among its members. 
QUORUM 


Src. 5. Seven members of the Commission shall constitute a quorum 


COMPENSATION OF MEMBERS OF THE COMMISSION 


Sec. 6. (a) MEMBERS OF ConGRESssS.— Members of Congress who are members 
of the Commission shall serve without compensation in addition to that received 
for their services as Members of Congress; but they shall be reimbursed for 
travel, subsistence, and other necessary expenses incurred by them in the per- 
formance of the duties vested in the Commission. 

(b) MEMBERS FROM THE EXECUTIVE BRANCH.—The members of the Com- 
mission who are in the executive branch of the Government shall each receive the 
compensation which he would receive if he were not a member of the Commission, 
plus such additional compensation, if any (notwithstanding section 6 of the Act 
of May 10, 1916, as amended; 39 Stat. 582; 5 U. S. C. 58), as is necessary to 
make his aggregate salary $12,500; and they shall be reimbursed for travel, 
subsistence, and other necessary expenses incurred by them in the performance 
of the duties vested in the Commission. 

(c) MEMBERS FROM PRIVATE LIFE.—The members from private life shall each 
receive $50 per diem when engaged in the performance of duties vested in the 
Commission, plus reimbursement for travel, subsistence, and other necessary 
expenses incurred by them in the performance of such duties. 


STAFF OF THE COMMISSION 


Sec. 7. The Commission shall have power to appoint and fix the compensation 
of such personnel as it deems advisable, in accordance with the provisions of the 
civil-service laws and the Classification Act of 1923, as amended. 


EXPENSES OF THE COMMISSION 


Sec. 8. There is hereby authorized to be appropriated, out of any money in the 
Treasury not otherwise appropriated, so much as may be necessary to carry out 
the provisions of this Act. 


DUTIES OF THE COMMISSION 


Sec. 9. INVESTIGATION.—The Commission shall study and investigate the 
present organization and methods of operation of all departments, bureaus, 
agencies, boards, commissions, offices, independent establishments, and instru- 
mentalities of the executive branch of the Government, particularly those of a 
nondefense character to determine what changes therein are necessary in their 
opinion to accomplish the purposes set forth in section 1 of this Act. 


POWERS OF THE COMMISSION 


Sec. 10. (a) HEARINGS AND sEssiIons.—The Commission, or any member 
thereof, may, for the purpose of carrying out the provisions of this Act, hold such 
hearings and sit and act at such times and places, and take such testimony, as 
the Commission or such member may deem advisable. Any member of the Com- 
mission may administer oaths or affirmations to witnesses appearing before the 
Commission or before such member. 

(b) OBTAINING OFFICIAL DATA.—The Commission is authorized to secure 
directly from any executive department, bureau, agency, board, commission, 
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rHE COMMISSION ON ORGANIZATION OF THE EXECUTIVE BRANCH 


1e purpose of carrying out the policy set forth in section 1 of this 
a lished a commission to be kn« as the Commission on 
itive Branch of the Government (in this Act referred to 


MEMBERSHIP OF THE COMMISSION 


a) NUMBER AND APPOINTMENT.—The Commission shall be composed 
f twelve members as follows 
1) Four appointed by the President of the United States, two from the exece 
utive branch of the Government and two from private life; 
») Four appointed by the President pro tempore of the Senate, two from the 


ate and two from private life; and 
3) Four appointed by the Speaker of the House of Representatives, two from 
the House of Representatives and two from private life 


QUALIFICATIONS OF MEMBI Of each class of four members appointed 


ilable, she have serve n the Commission e lis] pursuant to the 
tled “An Act the ablishment of the Commission on Organization 

F ernment’’, approved July 7, 1947. 
"ACANCIES ny vacancy in the Commission shall not affect its powers, 
shall be filled in the same manner in which the original appointment was made. 


paragraphs : and ipbsectio1 a re tively, one member, 


ORGANIZATION OF THE COMMISSION 


Sec. 4. The Commission shall elect a Chairman and a Vice Chairman from 
among its members. 
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QUORUM 


Seven members of the Commission shall constitute a quorum 


COMPENSATION OF MEMBERS OF THE COMMISSION 


Sec. 6. (a) MEMBERS OF CoNGRESS.— Members of Congress who are members 
of the Commission shall serve without compensation in addition to that received 
for their services as Members of Congress; but they shall be reimbursed for travel, 
subsistence, and other necessary expenses incurred by them in the performance 
of the duties vested in the ( OMMIsSLON, 

b) MpmpBers From THE Executive Brancu.—The members of the Commis- 
sion who are in the executive branch of the Government shall serve without 
compensation in addition to that received for their services in the executive branch, 
but they shall be reimbursed for travel, subsistence, and other necessary expenses 
incurred by them in the performance of the duties vested in the Commission 

c) Mempers From Private Lire.—The members from private life shall each 
receive $75 per diem when engaged in the actual performance of duties vested i1 
the Commission, plus reimbursement for travel, subsistence, and other necessary 
expenses incurred by them in the performance of such duties. 


OF THE COMMISSION 


Sec. 7. The Commission shall have power to appoint and fix the compensat 
of such personnel as it deems advisable, in accordance with the provisions of 
civil service laws and the Classification Act of 1923, as amended 


EXPENSES OF THE COMMISSION 


Sec. 8. There is hereby authorized to be appropriated, out of any money in the 
Treasury not otherwise appropriated, so much as may be necessary to carry out 


the provisions of this Act. 


EXPIRATION OF THE COMMISSION 


Sec. 9. Ninety days after the submission to the Congress of the report provided 
for in section 10 (b), the Commission shall cease to exist 


DUTIES OF THE COMMISSION 


Sec. 10. (a) INvEsticgation.—The Commission shall study and investigate the 
present organization and methods of operation of all departments, bureaus, 
agencies, boards, commissions, offices, independent establishments, and instru- 
mentalities of the executive branch of the government to determine what changes 
therein are necessary in their opinion to accomplish the purposes set forth in sec- 
tion 1 of this Act 

(b) Report! The Commission shall make a report of its findings and recom- 
mendations to the Congress not later than February 1, 1954 


POWERS OF THE COMMISSION 


Sec. 11. (a) HEARINGS AND Sesstons.—The Commission, or any member 
thereof, may, for the purpose of carrying out the provisions of this Act, hold such 
hearings and sit and act at such times and places, and take such testimony, as 
the Commission or such member may deem advisable Any member of the Com- 
mission may administer oaths or affirmations to witnesses appearing before the 
Commission or before such member. 

(b) Osprarntinc OrriciaL Datra.—The Commission is authorized to secure 
directly from any executive department, bureau, agency, board, commission, office, 
independent establishment, or instrumentality information, suggestions, estimates, 
and statistics for the purpose of this Act; and each such department, bureau, 
agency board, commission, office, establishment, or instrumentality is authorized 
and directed to furnish such information, suggestions, estimates, and statistics 
directly to the Commission, upon request made by the Chairman or Vice Chair- 
man. 
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office dependent establishment, or instrumentality information, suggestions, 
estimates, and statistics ft the purpose of this Act; a d each such department, 
rea gern ard, COMmissio office, ¢ iublishment, or instrumentality is 
i rized and ected to furnish such information, iggestions, estimates, and 
it lirect to the Comm on, upon request made by the Chairman or 
\ { irma 
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r RATI ' OF POLIK 
SI ION 1 It is hereby de ur to be the policy of Congress to promote 
econo! efficiency, and improved service in the transaction of the public business 
in the depart t irea wencies, board ynmissions, offices, independent 
establishments, and instru ntalities of the executive branch of the Government 
DD 
1) limiting expenditures to the lowest amount consistent with the efficient 
rmance of essenti: rvices, activities, and functions; 
2) « it luplication and overlapping of services, activities, and 
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3) consolidating services, activities, and functions of a similar nature; 
1) abolishing services, activities, and functions not necessary to the 
¢ cient condu of government 


5) defining and limiting executive functions, services, and activities; 


6) eliminating I es etions and activities more properly within 
tl risdiction of state 1 local governments 

7) eliminating nonessential services, functions, and activities which are 
competitive with private enterpris¢ 

8) postponing expenditures during periods of heavy defense commit- 


nents where deferral will not impair essential functioning of government; 
9) defining re sponsil ilities of officials: and 


ncies now responsible directly to the President in de- 





ESTABLISHMENT OF THE COMMISSION ON ORGANIZATION OF THE EXECUTIVE BRANCH 


SK For the purpose of carrying out the policy set forth in section 1 of this 
Act, there is hereby established a commission to be known as the Commission on 
Organization of the Executive Branch of the Government (in this Act referred to 
as the “‘Commission 


MEMBERSHIP OF THE COMMISSION 





Sec. 3 (a) NUMBER AND APPOINTMENT Commission shall be composed 
of twelve members as follows 

1) Four appointed by the President of the United States, two from the exece 
utive branch of the Government and two from private life; 

2) Four appointed by the President pro tempore of the Senate, two from the 
Senate and two from private life; and 

o Four appon ted bv the Speaker ol the House of epresel tatives, two from 
the House of Representatives and two from private life. 


(b) QuALiFIcaTIOons oF Mempers.—Of each class of four members appointed 
under paragraphs (1), (2), and (3) of subsection (a), respectively, one member, 
if available, shall have served on the Commission established pursuant to the 
Act entitled \ Act for the establishment of the Comn ion on Organization 
of the Executive Branch of the Government’’, approved July 7, 1947. 


c) VACANCIES Anv vacane in the Commission shall not affect its powers, 
but shall be filled in the same manner in which the original appointment was made. 


ORGANIZATION OF THE COMMISSION 


Sec. 4. The Commission shall elect a Chairman and a Vice Chairman from 
among its members. 
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QUORUM 


Sec. 5. Seven members of the Commission shall constitute a quorum 


COMPENSATION OF MEMBERS OF THE COMMISSION 


Sec. 6. (a) MEMBERS OF CONGRESS Members of Congress who are members 
of the Commission shall serve without compensation in addition to that received 
for their services as Members of Congress; but they shall be reimbursed for travel, 
subsistence, and other necessary expenses incurred by them in the performance 
of the duties vested in the Commission, 

(b) MemBers From THE Executive Brancu.—The members of the Commis- 
sion who are in the executive branch of the Government shall serve without 
compensation in addition to that received for their services in the executive branch, 
but they shall be reimbursed for travel, subsistence, and other necessary expenses 
incurred by them in the performance of the duties vested in the Commission 

c) Memsers From Private Lirst.—The members from private life shall each 
receive $75 per diem when engaged in the actual performance of duties vested in 
the Commission, plus reimbursement for travel, subsistence, and other necessary 
expenses incurred by them in the performance of such duties. 


STAFF OF THE COMMISSION 


Sec. 7. The Commission shall have power to appoint and fix the compensatiot 


of such personnel as it deems advisable, in accordance with the provisions of the 
civil service laws and the Classification Act of 1923, as amended 


EXPENSES OF THE COMMISSION 


Sec. 8. There is hereby authorized to be appropriated, out of any money in the 
Treasury not otherwise appropriated, so much as may be necessary to carry out 
the provisions of this Act. 


EXPIRATION OF THE COMMISSION 


Sec. 9. Ninety days after the submission to the Congress of the report provided 
for in section 10 (b), the Commission shall cease to exist 


DUTIES OF THE COMMISSION 


Sec. 10. (a) INvesticgation.—The Commission shall study and investigate the 
present organization and methods of operation of all departments, bureaus, 
agencies, boards, commissions, offices, independent establishments, and instru- 
mentalities of the executive branch of the government to determine what changes 
therein are necessary in their opinion to accomplish the purposes set forth in sec- 
tion 1 of this Act 

(b) Rerort.—The Commission shall make a report of its findings and recom- 
mendations to the Congress not later than February 1, 1954 





POWERS OF THE COMMISSION 


Sec. 11. (a) HEARINGS AND Sesstons.—The Commission, or any member 
thereof, may, for the purpose of carrying out the provisions of this Act, hold such 
hearings and sit and act at such times and places, and take such testimony, as 
the Commission or such member may deem advisable Any member of the Com- 
mission may administer oaths or affirmations to witnesses appearing before the 
Commission or before such member 

(b) OBTAINING OFrFictAL Data.—The Commission is authorized to secure 
directly from any executive department, bureau, agency, board, commission, office, 
independent establishment, or instrumentality information, suggestions, estimates, 
and statistics for the purpose of this Act; and each such department, bureau, 
agency board, commission, office, establishment, or instrumentality is authorized 
and directed to furnish such information, suggestions, estimates, and statistics 
directly to the Commission, upon request made by the Chairman or Vice Chair- 


nan. 
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[H. R. 1248, 83d Cong., 1st sess.] 
A BILL To reestablish the Commission on Organization of the Executive Branch of the Government 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, 


DECLARATION OF POLICY 


Section 1. It is hereby declared to be the policy of Congress to promote 
economy, efficiency, and improved service in the transaction of the public business 
in the departments, bureaus, agencies, boards, commissions, offices, independent 
establishments, and instrumentalities of the executive branch of the Government 
and thus to serve the needs of national defense and security by- 

(1) limiting expenditures, particularly those of a nondefense character, 
to the lowest amount consistent with the efficient performance of essential 
services, activities. and functions; 

(2) eliminating duplication and overlapping of services, activities, and 
functions, particularly those of a nondefense character; 

(3) consolidating services, activities, and functions of a similar nature, 
particularly those of a nondefense character; 

(4) abolishing services, activities, and functions not necessary to the efficient 
conduct of government, particularly those of a nondefense character; and 

(5) defining and limiting executive functions, services, and activities, 
particularly those of a nondefense character. 


REESTABLISHMENT OF THE COMMISSION ON ORGANIZATION OF THE EXECUTIVE 
BRANCH 


Sec. 2. For the purpose of carrying out the policy set forth in section 1 of this 
Act, there is hereby reestablished a bipartisan commission to be known as the 
Commission on Organization of the Executive Branch of the Government (in this 
Act referred to as the ‘‘Commission’’), originally established pursuant to Public 
Law 162, Eightieth Congress 


MEMBERSHIP OF THE COMMISSION 


Sec. 3. (a) NUMBER AND APPOINTMENT.—The Commission shall be composed 
of twelve members as follows: 

(1) Four appointed by the President of the United States, two from the 
executive branch of the Government and two from private ‘life; 

(2) Four appointed by the President pro tempore of the Senate, two from 
the Senate, and two from private life; and 

(3) Four appointed by the Speaker of the House of Representatives, two 
from the House of Representatives, and two from private life. 

(b) PoLiTicaL AFFILIATION.—Of each class of two members mentioned in 
subsection (a), not more than one member shall be from each of the two major 
political parties. 

(ec) Vacancres.—Any vacancy in the Commission shall not affect its powers, 
but shall be filled in the same manner in which the original appointment was made. 


ORGANIZATION OF THE COMMISSION 


Sec. 4. The Commission shall elect a Chairman and a Vice Chairman from 
among its members. 
QUORUM 


Sec. 5. Seven members of the Commission shall constitute a quorum. 


COMPENSATION OF MEMBERS OF THE COMMISSION 


Sec. 6. (a) Mempers or Concress.—Members of Congress who are members 
of the Commission shall serve without compensation in addition to that received 
for their services as Members of Congress; but they shall be reimbursed for travel, 
subsistence, and other necessary expenses incurred by them in the performance 
of the duties vested in the Commission. 

(b) MEMBERS FROM THE EXECUTIVE BRANCH.—T he members of the Commission 
who are in the executive branch of the Government shall each receive the com- 
pensation which he would receive if he were not a member of the Commission, 
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ae & 


ylus additional compensation, if any (notwithstanding section 6 of the Act of such 
May 10, 1916, as amended; 39 Stat. 582; 5 U.S. C. 58), as is necessary to make 
his aggregate salary $12,500; and they shall be reimbursed for travel, subsistence, 
and other necessary expenses incurred by them in the performance of the duties 
vested in the Commission. 

(c) MEMBERS FROM PRIVATE LIFE.—The members from private life shall each 
receive $50 per diem when engaged in the performance of duties vested in the 
Commission, plus reimbursement for travel, subsistence, and other necessary 
expenses incurred by them in the performance of such duties. 


STAFF OF THE COMMISSION 


Ssc. 7. The Commission shall have power to appoint and fix the compensation 
of such personnel as it deems advisable, in accordance with the provisions of the 
civil-service laws and the Classification Act of 1923, as amended. 


EXPENSES OF THE COMMISSION 


Sec. 8. There is hereby authorized to be appropriated, out of any money in 
the Treasury not otherwise appropriated, so much as may be necessary to carry 
out the provisions of this Act. 


DUTIES OF THE COMMISSION 


Sec. 9. (a) INveEstTIGATION.—The Commission shall study and investigate the 
present organization and methods of operation of all departments, bureaus, 
agencies, boards, commissions, offices, independent establishments, and instru- 
mentalities of the executive branch of the Government, particularly those of a 
nondefense character to determine what changes therein are necessary in their 
opinion to accomplish the purposes set forth in section 1 of this Act 


POWERS OF THE COMMI ION 


SEC 10. (a Hi ARINGS AND SESSIONS The (ommission, Or any member 


thereof, may . for the purpose of carry ing out the provisions of this Act, hold suet 
hearings and sit and act at such times and places, and take such testimony, as the 
Commission or such member may deem advisable Anv member of the Com 
mission may administer oaths or affirmations to witnesses appearing 


before the 


Commission or before such member. 

(b) OBTAINING OFFICIAL DATA.-The Commission is authorized to secure 
directly from any executive department, bureau, agency, board, commission, 
office, independent establishment, or instrumentality information, suggestions, 
estimates, and statistics for the purpose of this Act; and each such department 
bureau, agency, board, commission, office, establishment, or instrumentality i 
authorized and directed to furnish such information, suggestions, estimates, and 
statistics directly to the Commission, upon request made by the Chairman on 
Vice Chairman. 


[H. R. 2089, 88d Cong., 1st sess.] 
A BILL To reestablish the Commission on Organization of the Executive Branch of the Government 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, 


DECLARATION OF POLICY 


Section 1. It is hereby declared to be the policy of Congress to promote 
economy, efficiency, and improved service in the transaction of the public business 
in the departments, bureaus, agencies, boards, commissions, offices, independent 
establishments, and instrumentalities of the executive branch of the Government 
and thus to serve the needs of national defense and security by— 

(1) limiting expenditures, particularly those of a nondefense character, to 
the lowest amount consistent with the efficient performance of essential 
services, activities, and functions; 

(2) eliminating duplication and overlapping of services, activities, and 

functions, particularly those of a nondefense character 

(3) consolidating services, activities, and functions of a similar nature, 
particularly those of a nondefense character; 
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+) abolishing services, activities, and functions not necessary to the 
efficient conduct of government, particularly those of a nondefense char- 
acter; and 
») defining and limiting executive functions, services, and activities, par- 
ularly those of a nondefense character 
REESTABLISHMENT OF THE COMMISSION ON REORGANIZATION OF THE 
EXECUTIVE BRANCH 


Sec. 2. For the purpose of carrying out the policy set forth in section 1 of 
this Act, there is hereby reestablished a bipartisan commission to be known as 
the Commission on Organization of the Executive Braneh of the Government 





° in this Act referred to as the ‘“‘Commission’ 
MEMBERSHIP OF THE COMMISSION 


Sec. 3. (a) NUMBER AND APPOINTMENT The Commission shall be eom- 
posed of twelve members as follows 
1) Four appointed by the President of the United States, two from the 
executive branch of the Government and two from private life; 
2) Four appointed by the President pro tempore of the Senate 
the Senate and two from private life; and 
3) Four appointed by the Speaker of the House of Representatives, two 
from the House of Representatives and two from private life 


two from 


b) POLITICAL AFFILIATION.— Of each class of two members mentioned in sub- 
section (a), not more than one member shall be from each of the two major political 
parties 

c) VacANcrEs.— Any vacancy in the Commission shall not affect its powers, 
but shall be filled in the same manner in which the original appointment was made. 





ORGANIZATION OF THE COMMISSION 


Sec. 4. The Commission shall elect a Chairman and a Vice Chairman from 
among its members. 


QUORUM 


} + 


Sec. 5. Seven members of the Commission shall constitute a quorum. 


COMPENSATION OF MEMBERS OF THE COMMISSION 


Sec. 6. (a) MemBers or Concress.— Members of Congress who are members 
of the Commission shall serve without compensation in addition to that received 
for their services as Members of Congress; but they shall be reimbursed for travel, 
subsistence, and other necessary expenses incurred by them in the performance 
of the duties vested in the Commission. 

b) MEMBERS FROM THE EXECUTIVE BRANCH.— The members of the Commis- 
sion who are in the executive branch of the Government shall each receive the 
compensation which he would receive if he were not a member of the Commission, 
plus such additional compensation, if any (notwithstanding section 6 of the Act 
of May 10, 1916, as amended; 39 Stat. 582; 5 U.S. C. 58), as is necessary to make 
his aggregate salary $12,500; and they shall be reimbursed for travel, subsistence. 
and other necessary expenses incurred by them in the performance of the duties 
vested in the Commission. 

c) MEMBERS FROM PRIVATE LIFE.—The members from private life shall each 
receive $50 per diem when engaged in the performance of duties vested in the 
Commission, plus reimbursement for travel, subsistence, and other necessarv 
expenses incurred by them in the performance of such duties. 


STAFF OF THE COMMISSION 
Sec. 7. The Commission shall have power to appoint and fix the compensation 
of such personnel as it deems advisable, in accordance with the provisions of the 


civil-service laws and the Classification Act of 1923, as amended. 


EXPENSES OF THE COMMISSION 


Sec. 8. There is hereby authorized to be appropriated, out of any money in 
the Treasury not otherwise appropriated, so much as may be necessary to carry 
out the provisions of this Act. 
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DUTIES OF THE COMMISSION 


Sec. 9. (a) INvEsTIGATION.—The Commission shall study and investigate the 
present organization and methods of operation of all departments, bureaus, agencies 
boards, commissions, offices, independent establishments, and instrumentalities 
of the executive branch of the Government, particularly those of a nondefense 
character to determine what changes therein are necessary in their opinion to 
accomplish the purposes set forth in section 1 of this Act. 


POWERS OF THE COMMISSION 


Sec. 10. (a) HEARINGS AND sSEssIONS.—The Commission, or any member 
thereof, may, for the purpose of carrying out the provisions of this Act, hold such 
hearings and sit and act at such times and places, and take such testimony, as the 
Commission or any such member may deem advisable. Any member of the 
Commission may administer oaths or affirmations to witnesses appearing before 
the Commission or before such member 

b) OBTAINING OFFICIAL DATA.—The Commission is authorized to secure di 
rectly from any executive department, bureau, agency, board, commission, office, 
independent establishment, or instrumentality information, suggestions, estimates, 
and statistics for the purpose of this Act; and each such department, bureau, 
agency, board, commission, office, establishment, or instrumentality is authorized 
and directed to furnish such information, suggestions, estimates, and statistics 
directly to the Commission, upon request made by the Chairman or Vice Chair- 
man. 
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Tue Lisrary or CoNGREssS, 
Washington 25, D. C., May 7, 1953 
Bitts TO EstTaBLisH A NATIONAL COMMISSION ON INTERGOVERNMENTAL 

RELATIONS, AND ACTION THEREON 


81ST CONGRESS, 1949-50 


The following bills to establish a temporary National Commission on Inter- 
governmental Relations were introduced in the Senate and House of Representa- 
tives during the Slst Congress: 

Senate Joint Resolution 41. Introduced by Senator O’Conor: January 27, 
1949. : 

S. 767. Introduced by Senators Bricker and O’Conor; February 3, 1949 

5. 810. Introduced by Senator Hendrickson and others; February 9, 1949 

S. 1946. Introduced by Senator Taylor and others; May 26, 1949 

S. 3147. Introduced by Senator Humphrey and others; February 28, 1950 

H. R. 2389. Introduced by Mr. Boggs of Delaware; February 7, 1949. 

H. R. 3184. Introduced by Mr. Harvey; March 3, 1949. 

H. R. 3944. Introduced by Mr. Secrest; March 31, 1949. 

H. R. 4507. Introduced by Mr. Bonner; May 3, 1949. 

H. R. 8843. Introduced by Mr. Mitchell; June 15, 1950. 

These bills were referred respectively to the Senate and House Committees on 
Expenditures in the Executive Department and joint hearings were held) befor 
the Subcommittees on Intergovernmental Relations during May 1949: 

Senate Committee on Expenditures in the Executive Departments 
National Commission on Intergovernmental Relations. Joint hearings before 
the Subcommittee on Intergovernmental Relations of the Committee on 
Expenditures in the Executive Departments, Senate of the United States 
and House of Representatives, 8lst Congress, Ist session, on Senate Joint 
Resolution 41; S. 767, 810; H. R. 2389, 3184, 3944, and 4507. May 9, 10, 
11, 12, and 13, 1949. 

Subsequent to the joint hearings before the Subcommittees on Intergovern- 
mental Relations, new bills which superseded the earlier bills were introduced by 
a number of Senators. 5S. 1946 was introduced on May 26, 1949, and 5S. 3147 on 
February 28, 1950. 

5S. 3147 was reported to the Senate with amendments on June 22, 1950, with 
recommendations that the bill be passed (8S. Rept. 1856, 8lst Cong., 2d sess.). 

S. 3147 came before the Senate on September 13 and December 15, 1950, but 
was objected to on each occasion and did not pass. 


82D CONGRESS, 1951-52 


The following bills to establish a National Commission on Intergovernmental 

Relations were again introduced during the 82d Congress 
S. 437. Introduced by Senator Hendrickson and others; January 11, 1951 
S. 487. Introduced by Senator Bricker; January 16, 1951. 
S. 836. Introduced by Senator Humphrey; February 8, 1951. 
S. 1146. Introduced by Senator O’Conor and others; Mareh 15, 1951 
H. R. 13. Introduced bv Mr. Boggs of Delaware: January 3, 1951 
H. R. 41. Introduced by Mr. Coudert; January 3, 1951. 
H. R. 391. Introduced by Mr. Secrest; January 3, 1951. 
H. R. 3303. Introduced by Mr. Hoffman of Michigan; March 19, 1951 
H. R. 3683. Introduced by Mr. Dawson; April 12, 1951. 
H. R. 5251. Introduced by Mr. Ostertag; August 20, 1951. 
H. R. 7130. Introduced by Mr. Rains; March 19, 1952. 

These bills were again referred to the Senate and House Committees on Ex- 
penditures in the Executive Departments for consideration. The House commit- 
tee held the following hearings on March 12, 1952, at which time a number of 
State officials testified on these proposals: 

House Committee on Expenditures in the Executive Departments. Na- 
tional commission on intergovernmental relations, hearings before the Inter 


governmental Relations Subeommittee, 82d Congress, 2d session, on H. R 
3683, 5251, 3303, 391, and 13. March 12, 1952 

No further action was taken by the House committee during the 82d Congress. 

The Senate bills were referred to the Subcommittee on Organization of the 

Senate Committee on Expenditures in the Executive Departments. Executive 


hearings were held before the subcommittee on these bills on May 31, 1951 (not 
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pr ed On July 2, 1951, the Subcommittee on Reorganization agreed to recom- 
mend to the full committee that S. 1146 be reported favorably, with amendments, 


and on July 10, 1951, the subcommittee submitted the above recommendation to 
the full committee which ordered it reported favorably, with amendments. S 
1146 was reported with amendments on July 12, 1951 (S. Rept. 544, 82d Cong 

S. 1146 passed the Senate on July 23, 1951, and was referred to the House Com- 
mittee on Expenditures in the Executive Departments on July 24, 1951 On July 
24, 1951, on motion of Senator Ellender, the Senate requested the return of S. 1146. 
On July 25, 1951, the House Committee on Expenditures in the Executive Depart- 
ments was discharged from further consideration and the bill was returned to the 
Senate and placed on the Motions for Reconsideration Calendar. No further 
action was taken in the 82d Congress 

Harry G. RItcHey, 
Amer can Law Division. 


Mrs. Harpen. Our hearing today will be focused on the Halleck 
bill, H. R. 4406, which is a companion measure to the Taft bill, S. 1514, 
which passed the Senate on May 6, 1953. Tomorrow we hope to have 
Congressman Brown with us and will focus attention more on H. R 


GQ 

\t this time, without objection, I siiould like to insert Congressman 
Halleck’s statement in the record. 

Congressman Halleck’s statement is as follows: 


STATEMENT OF Hon. CHARLES A. HALLECK, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF INDIANA AND MaJsoritry LEADER, House or REPRE- 
SENTATIVES 


Honorable Chairman and members of the Intergovernmental Relations Sub- 
committee of the House Committee on Governmental Operations, my support 
of the principle behind and the purposes of H. R. 4406, a bill to establish a Com- 
mission on Governmental Functions and Fiseal Resources stems from a long-held 
conviction that in our form of government authorities and responsibilities should 
be vested in livisions of government capable of exercising such 
authorities and meeting such responsibilities. 

I am also convinced that the strength of self-government as a system depends 


ly upon the extent to which it is practiced, just as the development of 


the smallest subs 


con plete 
scles in the human bodv depend n the extent t hich thev are exercised 
l i 1 Tn luman body depends upon 1 extent to whieh thev are exercise 
During my time in the Congress, I have witnessed a gradual atrophving of self- 

government at State and local levels as the Federal Government has assumed 


more and more prerogatives and obligations traditionally reserved for these 


ibdivisions 
No one knows the entire extent to which this process of centralization of power 
has disturbed the balance of our constitutional system. 

We have reason to suspect strongly that the damage has been considerable. 

It is the purpose of this bill to provide for the orderly and intelligent investigation 
of this vast and complex area of activity to the end that we may take corrective 
steps, restoring to the States and local communities those authorities and _ re- 
sponsibilities rightfully theirs, reserving for the Federal Government those powers 
and obligations properly a matter of national concern 

Recent years have marked a growing awareness of the problem presented by 
the jungle of overlapping authorities, tangled jurisdictions and wasteful duplica- 
tions which have developed in the past two decades. 

In 1947 I appeared in a panel discussion with Senator Robert Taft, of Ohio, 
before a California State bar convention at Santa Cruz 

The subject for discussion was States Rights and Federal Control. 

On that occasion I said, among other things: 

‘Partly by evolution, partly by erosion, partly by surrender, and partly by 
usurpation, more and more power and authority have been concentrated in the 
Federal Government at Washington at the expense of the States and their sub- 
divisions 

“If this headlong process of centralization of Government is permitted to con- 
tinue unchecked, the States will become little more than convenient geographic 
boundaries, and our people will have lost their capacity for self-government. 

“Only those who advocate the totalitarian form of government would advocate 
the outright abolition of the States. No onein public life would dare openly to take 
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such a position. But there are,in and out of government, persistent advocates of 
any number of specific proposals for the further extension of Federal activities 
and controls, which rob the States of their essential powers. These proposals 
seem innocent in themselves. They are very inviting and alluring. They capture 


the public imagination, and are hard to resist 

“But the inevitable end result of the process is the creation of a huge Federal 
bureaucracy, totalitarian in affect if not in form, with the loss of individual rights 
and liberties. The inevitable end result of the centralization process is a gover! 








ment by men, by propaganda, a government arbitrary, wasteful, and extravagant 
The government becomes the master of the people 

There are, in general, but two sorts of government: one which operates fr 
the people upward, and the other which operates from the top downward Phe 
one is a government of law, responsive to the will of the people. The other is a 
government of men, responsive only to the will of their official superior It is 


an ominous fact that we have been becoming less and less a government operating 
from the people upward and more and more a government operating from t! 
downward 

“The road to the centralization of power in Washington is the road to a fat 
government and thin citizens A huge bureaucracy, far removed from the peopl 
and out of their direct control, is wasteful and extravagant It seems to me 
axiomatic that the closer a government is to the people, the closer the collection o 
taxes is to their expenditure, the greater will be the efficiency in their expenditure 
and the greater the public resistance to wasteful and unnecessary expenditures 

Later during 1947 I had the pleasure of speaking before the annual dinner of 
the Pennsvlvania Society in New York City The guest of honor on that oceasio 
was Gen. Dwight D. Eisenhower 


My remarks at that time included these observations 








“Our American way of life, as most of us understand it, depends in large mea 
on local home rule The nearer the Government is to the people the more 
people like it, and the better it is likely to be \ Nation of 48 States, spa ga 
great continel irom ocean to ocean and trom the lakes to the if, Cal tL be 
completely and wisely governed from Washingto 

The Federal Government ha Heel ntruding into governmental area I I 
controlled and properly belonging to the States, until the centralizatior 
in Washington has become a menace to our form of government and to 
economy 

Through the political influence of Federal employee the money powe! 
Kederal dispensing agencies, and the punitive and administrative power 
centralized bureaucracy, the States and local communities and the individual 
citizen are held in a sort of bondage 1 pugnant to our idea of tree gover 

In the last 14 vears the Federal Government has expanded from 521 agenci 
and bureaus to 1,141 and the number of emplovec nereased from 582,000 to 
2 millior 

Of the approximate ly 2 million persons constituting the Federal mac er 
only 533 are elected by the people Obvious! there is no elected person 
not even the President of the United States in whose department these appointes 
serve who can possibly know what these individuals, acting as agents of the 
Government, are actually doing Yet they have extensive authority hey 
are not only expending the people’s money but exercising over them far-reaching 


governemtal powers 
“This is the direct result of the centralization of governmental power and 


authority in Washington And, if the trend continues unchecked, the end will 
be the destruction of the States and the loss of individual rights and liberties.” 
Further, I said this 

Much of the extension of Federal Government has been for worthy purposes 
but the accomplishment of those purposes could have been committed to local 
agencies. Our highly complex mechanized society cannot be governed as in the 
simpler davs before the railroads open d up the West and the telegraph, telepho! e, 
radio, automobile, good roads, and the airplane brought us all closer together 
What was once parochial has in many instances become national in scope 


But the movement has gone too far Many of the trespasses could have beet 
avoided. There never was any need for so great a centralization of power 
Washington The trend is dangerous and should be stopped 

‘Free representative government depends on informed publi¢e opinion Wher 


a government operates close at home, through the local communities and the 
States, it is harder to fool the people about what the Government is doing and 
how well it is doing it. 
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“One of the major methods by which the Federal Government has increased its 
powers al the expense of the States is by the increasing use of the so-called grants- 


in-aid system, whereby Federal funds are granted to the States for purposes and 
upon conditions that may or may not be within the constitutional ability of 
Congress to control by more direct methods 
“The system had its beginning in the land grants to the States for roads and 
canals. ‘Today it is used for all manner and kinds of programs. 
In some circumstances Government subsidies are justifiable. Sut it is per- 
fectly clear that over the last several years the Federal Government has all too 
extensively used this device. It has been the expedient and politically popular 


methor of dealing with particular problems and situations. 

“Grants and subsidies have frequently served as a refuge from reality. They 
have tended to encourage dependence rather than independence. They tended 
to destroy individual initiative and often postpone to a fateful day the sound 
solution of the problem involved. 

> power to grant or withhold large sums of money is a tremendous power. 
Ay : there is abundant evidence that the Federal bureaus administering the 
funds have used this power to impose their will on the individual States. Arbi- 
trary formulas or ats andards set up in Washington to which the States must con- 
form, regardless of their unique geographic or economic situation, are pressured 
upon the States. i" is in this way that the Federal bureaucracy has been able to 
extend further its power and authority at the expense of local governments. 

“If we are to retain a Government that is close to the people and responsive to 
the will of the people, we must never cease to resist the tendency toward central- 
ization.,”’ 

The alarm felt by officials in many of our States was given voice in 1947 by the 
Indiana General Assembly which passed the following resolution: 

Indiana needs no guardian and intends to have none. We Hoosiers—like the 
people of our sister States—-were fooled for quite a spell with the magician’s trick 
that a dollar taxed out of our pockets al d sent to Washington will be bigger when 
it comes back to us. 

We have taken a good look at said dollar. We find that it lost weight in its 
journey to Washington and back. 

The political brokerage of the bureaucrats has been deducted. We have 
decided that there is no such thing as Federal aid. We know that there is no 

ealth to tax that is not already within the boundaries of the 48 States.” 

The resolution continues: 

‘We have grown up. We serve notice that we will resist Washington, D. C 
adopting us.” 

And it resolves: 

That we respectfully petition our Congressmen and Senators to vote to fetch 
our county courthouse and city halls back from Pennsylvania Avenue. We 
want government to come home.’ 

Full recognition of the necessity for corrective action was given in the 1950 State- 
ment of Re »pub ican Prine iples and Obje ctives in these words: 

We urge * * * Establishment of a nonpartisan commission to study and 
recommend a sensible redistribution of governmental functions and sources of 
revenue between the Federal, State, and local entities, to secure the sovereignty 
of the several States with as much decentralization as is compatible with the 
national welfare.” 

Beyond that, the statement of taxation and monetary policy in the Republican 
platform of 1952 sets out clearly the party attitude on the same subject with this 
declaration: 

“We advocate * * * An immediate study directed toward reallocation of 
fields of taxation between the Federal, State, and municipal governments so as 
to allow greater fiscal freedom to the States and municipalities, thus minimizing 
double taxations and enabling the various divisions of government to meet their 
obligations more efficiently.”’ 

Recognizing this pledge, President Eisenhower on March 30, 1953, sent a special 
message to the Congress of the United States calling for the establishment of a 
commission as proposed in H. R. 4406. 

In that message, the President said this, among other things: 

“The present division of activities between Federal and State Governments, 
including their local subdivisions, is the product of more than a century and a 
half of piecemeal and often haphazard growth. This growth in recent decades 
has proceeded at a speed defying order and efficiency. One program after another 
has been launched to meet emergencies and expanding public needs. Time has 


” 





ere 
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rarely been taken for thoughtful attention to the effects of these actions on the 
basic structure of our Federal-State system of Government. 

‘‘Now there is need to review and assess, with prudence and foresight, the proper 
roles of the Federal, State, and local governments. In many eases, especially 
within the past 20 years, the Federal Government has entered fields which, under 
our Constitution, are the primary responsibilities of State and local governments. 
This has tended to blur the responsibilities of local government. It has led to 
duplication and waste. It is time to relieve the people of the need to pay taxes 
on taxes 

‘“‘A major mark of this development has been the multiplication of Federal 
grants-in-aid for specific types of activities. There are now more than 30 such 
grant programs. In the aggregate, they involve Federal expenditures of well 
over $2 billiona year. They make up approximately one-fifth of State revenues 

“While by far the greater part of these expenditures are in the fields of social 
security, health, and education, they also spread into many other areas. In 
some cases, the Federal Government apportions fixed amounts among the States; 
in others, it matches State expenditures; and, in a few, it finances the entire 
State expenditure. The ra of all these grants - State governments has 
been profound. While they have greatly stimulated the development of certain 
State activities, they have complicated State finances and administration; and 
they have often made it difficult for States to provide the funds for other important 
se rvices, 

‘The maintenance of strong, well-ordered State and local governments is essen- 
tial to our federal system of government. Lines of authority must be clean and 
clear, the right areas of action for Federal and State Government plainly defined. 
This is imperative for the efficient administration of governmental programs in 
the fields of health, education, social security, and other grant-in-aid areas. 

‘The manner in which best to accomplish these objectives, and to eliminate 
friction, duplication, and waste from Federal-State relations, is therefore a major 
national problem. To reallocate certain of these activities between Federal and 
State Governments, including their local subdivisions, is in no sense to lessen our 
concern for the objectives of these programs. On the contrary, these programs 
can be made more effective instruments serving the security and welfare of our 
citizens. 

‘To achieve these purposes, I recommend the enactment of legislation to 
establish a Commission on Governmental Functions and Fiscal Resources to 
make a thorough study of grants-in-aid activities and the problems of finance and 
Federal-State relations which attend them 

‘The Commission should study and investigate all the activities in which 
Federal aid is extended to State and local governments, whether there is justifi- 
cation for Federal aid in all these fields, whether there is need for such aid in 
other fields. The whole question of Federal control of activities to which the 
Fe de ral Government contributes must be thoroughly examined 

‘The matter of the adequacy of fiscal resources available to the various levels 
of government to discharge their proper functions must be carefully explored 

‘The Commission should be of such size and composition as to permit appro- 
priate representation of the various governmental levels and of outstanding 
members of the general public. It should be provided with an excellent staff, 
able to draw on the greater amount of work which has already been done in this 
field. 

“In order that the Commission may complete its report in time for considera- 
tion by the next session of the Congress, I urge prompt action on this matter 

3 am in full accord with the President’s remarks and my purpose in introducing 

. BR. $406 was to implement his plan of action as a logical approach to the prob- 
- m we face. 

Citizen responsibility and State sovereignty are keystones in the constitutional 
arch. Down through the years advocates of big government in Washington have 
been chipping away at those keystones. To a degree, let it be said, default on the 
home front has aided and abetted the process. 

Big government is the mortal enemy of personal freedom and the restoration 
of rightful authorities and responsibilities from Pennsylvania Avenue to Main 
Street may well be recorded as one of the major contributions of this Congress 
and the Eisenhower administration to the history of American constitutional 
government. 


Mrs. Harpen. Our first witness this morning will be Mr. George H. 
Deming, director of technical assistance, American Municipal Asso- 
ciation. 
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STATEMENT OF GEORGE H. DEMING, DIRECTOR OF TECHNICAL 
ASSISTANCE, AMERICAN MUNICIPAL ASSOCIATION 


Mr. Deming. Madam Chairman, members of the committee, I am 
George H. Deming, director of technical assistance to the American 
Municipal Association, an organization representing some 11,000 
municipalities in the United States and something over one-half of 
the cities of over 100,000 in population. 

The clerk has distributed to you copies of our prepared statement 
and if it meets the wishes of the committee I will simply discuss this 
statement informally or, if you wish, I will read it in. 

Mrs. Harpen. Is it the pleasure of the committee for the witness 
to discuss the statement? 

Mr. Brooks. That might expedite matters rather than having him 
read it 

Mrs. Harpen. I know some of you have other commitments and 
appointments Please proceed Mr. Deming. 

The prepared statement is as follows: 


STATEMENT OF GEORGE H. Deminc, Director or TECHNICAL ASSISTANCE, 
AMERICAN MUNICIPAL ASSOCIATION 


ibject H. R. 4406 (Halleck, Indiana), To Establish a Commission on 
Governmental Functions and Fiscal Resources) 


For the purposes of the record, providing there is no objection, we would like 


» introduce a statement presented by representatives of this organization at the 
President’s Conference for Representatives of Local Governmental Organizations 
at the White House on March 31 Chis statement summarizes the association’s 

nking concerning the need for a commission such as is anticipated by the 
egisiative proposais now before the committee We would like to introduce 
also for purpose of the record, policy statements adopted by the American Muni- 
cipal Association during the past several years which further explore our beliefs 


necessity for such a commission 

the American Municipal Association is very hopeful that the bill finally 
recommended by this committee will provide for a broad survey of all aspects 
of Federal, State, and local relations—in short, that H. R. 4406 spells out in its 
statement of duties of the Commission the broad objectives voiced in section | 
of the bill 

The statement of duties as now written, section 3 of H. R. 4406, would tend 
to restrict the duties of the Commission to a survey of the grant-in-aid program, 
We believe that this statement is inconsistent with the broad purposes envisioned 
by the declaration of purpose and enunciated by President Eisenhower in his 
message of March 30 

We believe it should be possible for the Commission to concern itself with the 
problems posed by the Hoover Commission Report on Federal-State Relations. 

The Hoover Commission recommended that the Congress provide for (a) 
an appraisal of the functions and activities of Federal, State, and local govern- 
ments to determine which can be most advantageously operated by the various 
levels of government, and which require joint policymaking, financing, and 
administration; (6) a general revision of National, State, and local tax systems, 
making every effort to leave to the localities and the States adequate resources 
from which to raise revenues to meet the duties and responsibilities of local and 
State Governments; (c) direct budgeting and administration of all grants-in-aid 
which are given to State governments on the Federal and State levels as are other 
Federal and State funds; (d) clarification and systematization of grants-in-aid 
planning and programing; and (e) establishment of a continuing agency on Fed- 
eral-State relations to make studies and recommendations which would be 
helpful in the accomplishment of these objectives. 

The need for study along such broad lines becomes manifest when one con- 
siders that there are nearly one hundred areas of governmental interest under 
current programs which are shared by the Federal, the State, and the local gov- 
ernments In each of these areas, there is a definite commitment of funds by 
each level of government. In many cases the joint provision of funds is evidence 


concerning the 
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not so much of an “aid concept” but of a condition of federalism that is peculiar 
to our form of Government. That is, the commitment of funds by the national 
Government is consistent with national interest in a given function, e. g., civil 
defense or the highway program. State provision of funds bespeaks State re- 
sponsibilities, while the allocation of municipal resources reflects local interests 
and responsibilities within a limited sphere of activity. It is of interest to note 
that 78 of these areas of mutual action had been established prior to 1930 

It is also true that important areas of Federal-State-local relationships spring 
from governmental functions in which the Federal interest is the primary interest 
In no ease is this nfore true than in the function ®f national defense 

Some of these relationships have created difficulties for the Nation’s munici- 
palities. Many local communities are heavily burdened by armed service installa 
tions or defense plants. Federal fiscal help has been given to the schools in sucl 
areas, but other local services such as police, fire, health, and water need support 
just as badly. Two other problems are related. The defense establishment is 
extending the amount of property exempt from local taxation Many large 
defense plants had been paying taxes for many years until 195l1—payment was 
stopped without notice in 1952 and 1953. This throws a heavy burden on some 
places—none on others. This movement and exemption of other Federal prop- 
erty from local taxes needs careful study. Some phases of the problem follow 

1. Federal agencies do not fully anticipate during the planning and poliey- 
making tages the difficulties which they may cause in defense affected areas 
All present legislation and all present remedies come into play after the damag 
is done Under Public Law 139, the communities facilities program, h« Ip is 
given to some communities for some purposes after the local problems nave 
become serious. 

2. Present legislation assumes that municipalities have the primary responsi 
bility for meeting needs of critical areas due to defense activities unless they are 
demonstrably fiscally incompetent. This assumption is contary to the premis« 
that the cost of national defense is a ‘‘national’’ responsibility that should b 
extended over the tax base of the entire Nation 

3. The release of defense plants from municipal taxation by Federal action has 
denied municipalities full benefit from existing local taxes, primarily the property 
tax, while demands for service have increased As a minimum, agreements for 
payments for services on a contractual basis should be allowed. 

There is, too, a growing tendency on the part of Federal defense agencies to 
phrase contracts so as to exempt raw materials, goods in process, implements, 
equipment, and machine tools from local taxation. This is accomplished by 
immediately transferring title to such property to the Federal Government, or an 
agency thereof, upon small partial payment of the purchase price by the contract- 
ing Federal agency. The holders of such contracts constitute a significant seg- 
ment of private enterprise in the Nation. They require and receive all of the 
protective and other services of local government without which they could not 
operate during the process of manufacturing material under Federal contract 





The American Municipal Association believes that such manufacturers should 
pay taxes to local governments on personal property in the same manner and to 
the same extent as other manufacturers. Current examples of industrial tax 


exemption among defense industries include the following 


I p Persor 7 
erty property errs 
CITY 
Adrian, Mich $2. 633, 500 R7. 958. 50 
Dallas, Tex ,Y S2 $10, 000, 000 wr). OOM “) 
Detroit, Mict 6, 549, 910 2 318.7 
Gary, Ind 5 O00. 000 180. 000. OO 
Ti Kson, Mich 600. 000 § 500. 00 
Manitowoc, Wi 2. 000, 000 60. 000. 00 
Minneapolis, Minn 2, 000, 000 16, 000. 00 
New Orleans, La 7, 944, 500 225, 000. 00 
St. Paul, Minn 3. 190. 000 ; 121). OO 
} 
COUNTIES 
Caddo Parish, La 2, 801, 120 2, 500, 000 112. O84. 80 
Lane County, Oreg 1, 100, 000 8& O00. OO 
Los Angeles County, Calif 600. 000. 000 | 18. 000. 000. 00 
Pima County, Ariz 2, 600, 000 190, 000. 00 
San Diego County, Calif 80, 000,000 | 2, 400, 000. 00 


1 Estimated 


34120—53———-4 
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Exemption of large parcels of industrial property from local tax rolls has the 
additional effect of limiting municipal borrowing power in almost every State. 

Payments in lieu of taxes on Federal property are a major concern for any 
national commission on intergovernmental relations. No major brief is presented 
here on the general subject because of the general belief that a commission would 
give this topic priority on its agenda. 

We are very hopeful that the Commission to be created will have an opportu- 
nity to explore this area of Federal-local relationships. 

The American Municipal Association recommends strongly that this committee 
recommend that the Commission be empowered to consider the mater of tax re- 

yurces available to Federal, State, and local governments. 

While the relations between Federal and local revenues are not as clearly dis- 
cernible as the relations between Federal and local services, there are direct points 
of contact between the Federal and local revenue systems. They inelude joint 
ise, admissions taxes, gasoline taxes, public utility tax, and, in some instances, 
income taxes. 

In addition, Federal revenues have a direct impact on the local revenue system 
ause the present high levels of Federal and State taxation drain off from local 
rovernment revenues which might otherwise be available for local use. The 
weight of Federal and State taxation combined makes it difficult for the local 
rovernments to expand their revenue sources. Local revenues are still restricted 
largely to the property tax—actually, however, despite reassessments, adjusted 
tax rates, and increase of taxable real property; the return from the property tax 
percentagewise, has not increased or decreased markedly over the past 50 years. 
\t the same time, the per capita value of taxable real property has not changed to 
any considerable degree in the past 20 years. In terms of purchasing power, how- 
ever, there has been a marked downward trend in the primary source of tax 
revenue for local government. 

We believe the Commission should be empowered to work toward a more or- 
lerly, systematic, and equitable allocation of tax resources among Federal, State, 
and local governments with a view of providing effective liaison in the areas of 
tax immunity, tax sharing, and tax administration, as well as assuring fiscal re- 
sources at each level of government commensurate with the responsibilities of 
each level of government. 

Such areas as taxation of government personnel, the withhoding of State taxes 
by Federal agencies and vice versa, and recent holdings of the Supreme Court 
relative to Federal-State-local-fiscal problems are all germane, we believe, to the 
Commission’s work. 

Our organization realizes that not all questions can be answered by the Commis- 
sion. We appreciate that a continuing effort must be made by State, county, and 
municipal governments to “put their own houses in order.’”’ The little Hoover 
commissions in many of our States, and management surveys in many of our 
municipalities and counties, have pointed the way to more economical operation; 
however, we also believe that the Commission can perform a needed service. 

The American Municipal Association is privileged to have this opportunity to 
present testimony on this important bill. The association, founded in 1924, 
represents over 11,000 American cities, large and small. Included within its 
membership are 42 State leagues of municipalities, and as direct members, more 
than half of the Nation’s cities having a population of over 100,000. The asso- 
ciation represents cities in their corporate capacity. It has no activities and no 
financial resources except those related directly to municipalities and associations 
of municipalities. Financial support comes entirely from public funds. 





er 


AMERICAN MUNICIPAL ASSOCIATION PoLicy STATEMENTS ON INTERGOVERNMENTAL 
RELATIONS 


The American Municipal Association has long been active in fostering under- 
standing and better working relationships within the Federal system. Its position 
has been stated several times. 

In 1949 the members of the association assembled in annual meeting stated their 
position as follows: 

“5. The activities of municipal governments are tied up in a maze of relation- 
ships with the Federal Government, the State, county, school district, other 
special purpose districts, and other municipalities. An understanding of the 
issues between governments, a special study of these relationships, and the 
development of plans to harmonize these relations should have a high priority in a 
National Municipal Program.”’ 
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‘7. One hundred forty metropolitan areas contain half the people of the United 
States. Each metropolitan area consists of a central city or cities and the adjacent 
territory. The metropolitan areas have special problems which should be 
recognized as such. ‘These problems require the maximum cooperation between 
all governmental agencies in each metropolitan area and between each State and 
its metropolitan areas. The central cities, the surburban municipalities, and 
adjacent unincorporated areas all have an interest.’? (The National Municipal 
Program for 1950.) 

At the association’s annual meeting in 1952, the following statement of policy 
was enunciated: 

“The American Municipal Association suggests the following principles and 
action as a basis for Federal-municipal relations: 


‘1. The National Commission on Intergovernmental Relations should be 
established. Clarification of the difficult questions arising between Federal and 
local governments can be accomplished best by such a commission. Few activities 


are more urgent as a means of proving that a democratic Federal Government can 
work effectively. 


“2. Congress should enact legislation to provide for payments in lieu of taxes 
on federally owned property. The present exemptions not only deprive munici- 


palities of moneys to which they are entitled, but also create an unfair burden on 
those communities where disproportionate amounts of federally owned property 
are located. The need for equity between municipalities is at least as important 
as the revenue to be derived from such payments. 

“3. The admissions and amusement tax now levied by the Federal Government 
has every characteristic of a good local tax and should be made available to all 
municipalities which wish to use it. To accomplish this, the Federal Government 
should withdraw from the Federal admissions tax or institute a credit device 
similar to that employed with respect to the inheritance tax. 

“4. The placement of defense industries, defense establishments, or other 
large-scale Federal activities in some communities but not in others, creates dis- 
proportionate burdens. Such burdens should be equalized by compensating 
Federal payments. 

“The relations between the Federal, State, and local governments determine 
the limits on the ability of municipalities to solve their own problems and to serve 
their citizens. Therefore, progress in American municipal government is depend- 
ent on a proper relationship and understanding between the various governmental 
levels and units. 

“The need for such an understanding is emphasized by looking at the many 
areas in which questions of intergovernmental policy and action arise. These 
include Federal-local relations, State-local relations, Federal-State relations, 
metropolitan area problems, county-city relations, intercity problems, and regional 
relationships. 

“At least eight major reasons can be found for consideration of the relations 
between governments in the United States. These are 

‘1. The competition for revenues. 

“2. The overlapping and duplication of services 

“*3. The tendency to provide so many independent governmental units in a 
geographic area that it no longer functions as a recognizable governmental unit. 

“4. The tremendous effects of State and Federal grants-in-aid on local govern- 
ments. 

“5. The impact of State and Federal standards and State and Federal personnel 
on local affairs. 

“6. The demand for local services and expenditures growing out of Federal 
programs. 

“7. The competition for high-grade personnel between the Federal, State, and 
local governments. 

“8. The absence of any overall policy on relations between the levels and units 
of government. 

“All these relations and problems are also opportunities—opportunities for 
initiative and constructive public action, serving the general community. 

“There is no inherent antagonism between the Federal Government, the States 
and the municipalities. The business of these levels of government is a joint 
business. In its overall aspects, government should be conducted as if it were 
concerned with all of the people and with due regard for its impact on the indi- 
vidual citizen where he lives’? (National Municipal Policy for 1951). 

In 1951, the association adopted the following resolutions, among others, set- 
ting forth its interest in Federal-local relations: 
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‘No. 6 


Resolved, That the American Municipal Association continue to extend its 
efforts to gain adequate Federal payments in lieu of taxes and to secure Federal 
payments for special assessments 

Resolved, That the board of trustees and executive director of the American 
Municipal Association be and they are hereby authorized and directed to cause 
egislation to be introduced in the 83d Congress and to propose amendments to 
all other legislation introduced, which will make effective the long-established 
icy of the association regarding Federal payments in lieu of taxes on Federal 
tax-exempt property 


“No. 9 


Resolved, That the American Municipal Association encourage national and 
State legislation designed to sort out the domains of Federal, State, and local 
governments, particularly with a view to overcoming the preempting of tax 
irces by the Federal and State governments to the grave disadvantage of local 


at the Executive Committee of the American Municipal 
Association be cha with the implementation of this resolution,” 
\t its most recent annual Congress held at Los Angeles in December 1952, the 


association adopted the following resolution: 





Whereas government, Federal, State, and local, exists for the principal purposs 
yf providing services to the people and protecting and fostering the public health, 
safety, and general welfare; and 

Whereas there is urgent and immediate need for clarifying the proper and 











permissible scope of operation of local, State, and Federal services and taxes: 
N ¢ ‘ ereft rm hy 

Resolve Chat the American Municipal Association is instructed to urge the 

Congress of the United States to enact legislation creating a National Commission 

yn Intergovernmental Relations consisting of at least 2 representatives of each 

level of vernment and at least 3 persons not connected with government to 

vestigate, and reco end possible and feasible methods of allocating to 

ict vel of government appropriate sources of reve ie and services to be per- 

! 1 National Municipal Policy 1953 

fepres itives of the association meeting with President Eisenhower on Feb- 

l ) 153, expressed their interest in the Commission on Intergovernmental 

Relations as follows: ‘‘Municipal officials want the Commission For vears they 

ave considered 1t as the ynily lution to Federal-State-local problems In dis- 

ys on this subject they st be represented directly by municipal officials 
NATI COMMISSION ON INTERGOVERNMENTAL RELATIONS FOR THE WHITE 
Hous! { ONFERENCEH \MLAR H 3l, 1953 

\ rican M ul Associat irges the 1m ate passage of Federal 

: create a Natior Commission on Inter: ernmental Relations 

ciation for any year as favored the creation of such a national com 

| itt D ‘ iten ft on this ibject reads as follows: 

The National Commissior n Intergovernmental Relations should be estab- 

( ( ticatio f the difficult questions arising between Federal and local 

s can | i plis ( by such a commission Few activities 

ure re rgent as a mea of proving that a democratic Federal Government 
ca \ I effec Ve 

Socia ( i cal growtl the United States have created a 

tua \ re activities r fune s origi vy State or local in nature now have 

4 para ational interest ixamples are found in highways and airports. Thi 


to State or local interest in certain activities 








ation could take whiel ould add more to the 
onfi ee r Federal Government than the creation of the 
prope i cessful, however, the Commission must consider 
Federal-« tate relations. If this is not done, many impor- 





MAJOR REASONS FOR STUDY 


asons for a national commission study of Federal 





There are at | 


State, and local relations These are 
1. The competition for revenues 
2. The alleged overlapping and duplication of governmental services. 
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3. The impact on municipalities of the accelerated national defense progran 
4. The effect on local governments of Federal grants-in-aid. 
5. The demands for payments-in-lieu of taxes on Federa! property. 
». The impact of Federal standards and Federal personnel on local affairs 

7. The impact of various Federal programs on the demand for local services 
and expenditures 

8. The need for a consistent and known policy at the Federal level with respect 
to all phases of State and local relations 

9. The growth of a nationalinterest in activities which originally were performe: 
and financed by State or local governments. 


| 


MEMBERSHIP, SCOPE, AND DUTIES OF THE COMMISSION 


The purpose and duties of the proposed Commission are well set forth in 8S. 526 
and H. R. 1838 introduced in the 83d Congress. The duties of the Commissior 


would be to make a comprehensive study of the powers, functions and jurisdiction 
of the Federal, State, and local governments and their relations to each other: to 
study the revenue sources of the Federal, State, and local governments and their 
relation to each other; and to present a clear description of the powers, functions 
and fiscal resources and fiscal relations of the Federal, State, and local governments 
with each other. Based on such studies, and bearing in mind the social, economie, 
and political changes in the United States, to make recommendations regardin 
(a) the undesirable overlapping of powers, functions, and jurisdiction among the 
se veral levels of government; (b) to suggest a more orderly and equitable allocation 
of revenues; (c) to report on the various systems of tax sharing and so-called grants 
in-aid; (d) to suggest a desirable, efficient, coordinated relationship among the 
Federal, State, and local governments, and (e) to consider whether or not some 
activities of government can be performed by private enterprise. The scope of the 
Commission’s work must be broad enough to consider all important intergovern 
mental relationships; that is, not only Federal-State matters but also Federal-city 
and Federal-State-local matters. The American Municipal Association is il 
general agreement with this approach. 

The National Commission must be large enough to represent both Houses of 
Congress, the Federal administrative agencies, State and local governments, and 
the public. The Commission must have enough prestige to guarantee considera 


tion of its findings. The membership should include representatives of local 
governments, since their points of view cannot always be reflected through State 
officials Members should be selected because of special com pete nee the ir 


respective fields. While it is natural that individual organizations should want 
to nominate members of the Commission, it is far more important that every 
member be selected for the contribution he can make to the proposed inquiry 


FEDERAL-LOCAL REVENUE RELATIONS 


The relations between Federal and local revenues are not as clearly discernible 


as the relations between Federal and local services. There are only a few direct 
points of contact between the Federal and local revenue systems Thev include 
admissions taxes, gasoline taxes, some other excise taxes, and, in a few cases, 
sales and income taxes. Grants-in-aid as local revenue sources are discussed 


under Federal-local and Federal-State-local programs 

Federal revenues have a tremendous impact on the local revenue system becaus« 
the present high levels of Federal and State taxation drain off from the citizens 
and their communities revenues which would otherwise be available for local use. 
The Federal revenues may not take the money by the same kinds of taxes which 
the local governments use, and yet the weight of Federal and State taxation com 
bined makes it difficult for the local governments to expand their revenue sources 
Furthermore, the great rise in prices since 1939 has increased operating and con 
struction costs for municipalities without providing for them commensurat 
increases in local revenues. Municipalities, therefore, have a great concern 
about inflation, a matter governed by national policies and national economi 
conditions. 

FEDERAL-LOCAL AND FEDERAL-STATE-LOCAL PROGRAMS 


The interrelation of Federal, State, and local programs is one of the principal 
areas to be studied by the proposed Commission. The organization of social and 
economic life in the United States-has created a situation where there is a national 
interest in activities or functions which originally were exclusively State or local 
in nature. There are nearly 100 areas of activity which are shared by the Federal, 
State, and local governments. Only the more important of these can be discussed 
here. 
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Airport construction and airport operation 


A national system of airports is required for national defense, business con- 
venience, and public safety. The present system of airports, mostly municipal 
airports, has been built, maintained, and operated primarily by joint Federal-city 
cooperation Air transportation is essentially interstate and must be governed 
by uniform national regulations. 

Civil defense 

Civil defense, in the opinion of the American Municipal Association, is essen- 
tially a Federal-local program, and a part of national defense. The municipalities 
of the United States do not want to avoid their responsibilities for civil defense 
Under present law, however, they are required to work through State civil- 
defense organizations whether or not there is any effective State organization. 
The American Municipal Association believes that at least the major target areas 
should be able to deal directly with the Federal Civil Defense Administration, 
and that other cities in States which have no adequate State programs should be 
permitted to deal directly with FCDA. Strong Federal leadership and continuing 
demonstration of interest by Congress and the administrative agencies are es- 
sential 
Defense activities and local communities 

The rapid expansion of defense activities as well as some traditional relations 
between the armed services and local communities need reexamination. Many 
local communities are overrun by armed service installations or defense plants 
Some Federal aid has been provided even though it comes too late. Right now, 
the Defense Establishment is rapidly extending the amount of property exempt 
from local taxation. The defense plants, originally built by the Defense Plant 
Corporation and later held by the RFC, paid taxes through 1951 or 1952. Pay- 
ment has suddenly stopped in many places. A new type of contract has further 
aggravated the situation by vesting in the Federal Government title to raw 
materials, goods in process, implements, equipment, and machine tools. The 
communities facilities program, under Public Law 139, 82d Congress, has never 
been adequate to compensate local communities for the dislocation of their facili- 
ties or the necessity for rapid expansion. The whole question of payments in 
lieu of taxes on Federal property is also a major concern for the proposed national 
Commission. 


High way construction 


Streets and highways are constructed and maintained primarily by State and 


local governments. A national system of highways, however, has always been 
considered a necessity The Federal Bureau of Public Roads with judicious use 
of Federal aid has been the chief factor in coordinating interstate highways, 
establishing standards, and providing highway research and statistics. A na- 


tional system of highways can be achieved only by Federal coordination. Military 
necessity, industrial progress, and public convenience all seem to dictate the 
continuance of united efforts for interstate highways, interregional highways, 
intercity highways, and national defense arteries, all tied into adequate roads and 
streets built by the States, counties, cities, and towns The relation of toll roads 
to the interstate system and the competition between toll roads and free public 
roads may deserve study. 


Hospital construction 

The Congress of the United States through the Hill-Burton Act has provided a 
stimulus for local hospital construction. Ordinarily payments are made through 
the State, but may go directly to the cities if there is no State authorization. The 
provision of added hospital beds has been advanced many years through the 
incentive of Federal aid. 
Housing, slum clearance and urban redevelopment 

Federal concern over housing first manifested itself in a formal way in 1931 
when President Hoover called a conference on home building and home owner- 
ship. From this conference came recommendations and subsequent legislation 
relating to Federal aid slum elimination and provision of housing for low income 
families. The local role has grown in strength and importance so that under the 
Housing Act of 1949 the local community has major responsibility for all decisions 


as to size, character and operation of the housing and redevelopment projects 








for which it received Federal aid. Such programs are the active concern of 1,200 
communities. More than 415,000 units of public low rent housing are either up 
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and occupied or under consideration at the present time. The program of slum 
clearance and urban redevelopment is well under way in such cities as Chicago, 
Norfolk, Newark, Baltimore, New York, and Detroit, and more than 250 com- 
munities have applied to the Housing and Home Finance Agency for assistance 
in launching slum clearance programs. Another housing program of importance 
to municipalities is defense housing, either already built or needed in defense 
areas over which local units of government have little or no control. 


Public health grants 


Municipalities and other local governments have developed cooperative public 
health programs through the counties, States and the Federal Government. In 
many such programs, 4 or even 5 levels of government are involved. Federal 
funds are available for general public health purposes, control of venereal disease, 
control of tuberculosis, mental health, and cancer and heart research. These are 
usually joint Federal-State-local programs. Federal funds for child welfare do 
not require matching funds from States or local governments. One-half of the fund 
for crippled children and maternal and child health services must be matched by 
State or local funds. Programs which affect so vitally the lives of American 
people should be changed only when the full effects of the changes have been 
studied and, where desirable, alternatives provided. 

Reconstruction Finance Corporation loans 


Legally the RFC can make loans to municipalities for construction projects 
and for disaster relief. We believe no loans have been made for the latter purpose 
For local construction projects a limited number of loans have been made in the last 
5 years. The construction loan program of the PWA, RFC, and cities, so 
successful in the 1930’s, should be restudied now 
Old age and survivors insurance 

Some public employees are now eligible; others are excluded. Satisfactory 
methods of eliminating such discrimination should be worked out 


CONCLUSION 


The American Municipal Association pledges its full support to the proposed 
Commission on Intergovernmental Relations and later to implementation of th 
recommendations of that body. The work of the Commission should be an un 
selfish effort to determine the nature and extent of the national interest in the 
common activities of the Federal, State and local governments 

Submitted for the American Municipal Association by: Hon. William B. 
Hartsfield, mayor of Atlanta, Ga., president; Hon. William V. Bailey, mayor 
of Battle Creek, Mich.; Carl H. Chatters, executive director; Randy H. Hamilton, 
director of Washington office; George H. Deming, director of technical assistance 

Mr. Demine. The American Municipal Association is very hopeful 
that the bill finally recommended by this committee will provide for 
a broad survey of all aspects of Federal, State, and local relations. 
In other words, we would be very happy if H. R. 4406 spells out in its 
statement of duties of the Commission, the broad objectives which are 
voiced in section 1 of the bill, the declaration of purpose of the bill. 

The statement of duties as it is now written in section 3 of H. R 
4406 would, we feel, restrict the duties of the Commission to a survey 
of the grant-in-aid program. Certainly, we would not argue with the 
consideration of grant-in-aid. We feel that that would be a very 
important part of the Commission’s work. 

Yet, on the other hand, we feel that there are programs over and 
beyond the grant-in-aid programs that also would deserve considera- 
tion. We think that the Commission which is now under consideration 
ought, for example, to concern itself with some of the problems which 
were posed by the Hoover Commission in its report on Federal-State 
relations. The Hoover Commission suggested that the Congress 
should either appraise or sponsor an appraisal ef the functions and 
activities of the Federal, State, and local governments to determine 
which could most efficiently and advantageously be performed on the 
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various levels, which functions require joint policymaking, financing, 
and administration. ‘The Commission further recommended a general 
revision of the National, State, and local tax systems with the view 
in mind that the States and municipalities should have adequate 
resources with which to meet the re sponsibilitie s which thev now have 
and which, pursuant to the findings of this Commission, they might 
have in the lesan 

The Commission further felt that there should be a systematization 
of grants-in-aid planning and program and recommended the develop- 
ment of a continuing agency. The need for consideration of the 
national, State, and local problem along fairly broad lines becomes 
rather obvious when we consider that there are about 100 areas of 
governmental activity in which the Federal, State, and local govern- 
ments participate under our Federal system. In most cases there is a 
definite commitment of funds by each level of government and, in 
many cases, the definite commitment of funds is not so much the 
applics ation of an aid concept by Federal and State Government as it 
is an appreciation of a condition of federalism which exists under our 
system of government. 

On the other hand, there are areas of Federal-State-local relations, 
it seems to us, that come into play, not because of the secondary 
interest of the Federal Government in a function which is primarily 
State and local but because of a primary interest. 

For example, in the general area of national defense. During that 
period since the war there have been created some rather severe 
difficulties in some of our Nation’s municipalities. Truly, Public Law 
139 and the various school aid laws anticipate some help to muni- 
cipalities, but in many cases that help comes to bear after the problem 
has been created, rather than in anticipation of it. We would sug- 
gest, with all due respect to congressional policy making committees, 
that at some point in the planning and policy making stages, the 
fiscal capabilities and the fiscal possibilities of municipal governments 
are not fully explored. We sometimes feel that the municipalities 
are placed in a position of fending for themselves during an extremely 
critical period of adjustment. One of the problems which is extremely 
critical at the present time is the progressive release of defense plants 
from municipal taxation. This expresses itself in two ways. In 
the first place, the development of pli ints which are definitely industrial 
in nature by the Atomic Energy Commission, or some other defense 
ageney and which, because of Federal ownership, are exempt from 
the local real property tax. Nevertheless, these plants require 
municipal services, direct services in the form of fire protection, 
police protection, highways, water, sewer facilities and the like, and 
indirect in terms of hospitals, schools, police protection for the civilian 
population and so forth. And by itself there is little or no return 
taxwise from a Federally owned industrial plant. It might be sug- 
gestive to point out here that for many vears now, proprietary fune- 
tions owned by State and municipal! governments have been taxable 
as proprietary functions, as contrasted with the pure governmental 
function. Another phase of the tax problem is the growing tendency 
on the part of the defense agencies to exempt their materiel in process 
under defense contracts from personal property taxation at the local 
government level. This is done by writing into defense contracts-a 
clause which allows title to pass to the Federal Government agency on 
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payment of a partial payment. From then on out, raw products, 
materiel in storage, expendable small tools and the like, are all exempt 
from municipal taxation. In some of our Nation’s cities that has 
become a real problem. 

For example, in the city of Dallas, Tex., in the return which we 
just received yesterday, it was estimated they had in that city some 
$10 million worth of personal property which was exempt from 
personal property taxation by virtue of the action of a defense contract. 

The city of Detroit, Mich., has some $6,500,000 worth of personal 
property which is exempt from the personal property tax because of 
goods and material exempt under a defense contract. 

In Los Angeles County, Calif., turning to the county level of 
government, a signed statement by one of the county officials indicates 
there is some $600 million worth of personal property in Los Angeles 
County which is escaping taxation because of this tax exempt clause 
in the Federal defense contracts. 

Similarly, in San Diego County, some $80 million worth of personal 
property exempt from taxation because of the interplay of defense 
contract provisions exists there. 

We are hopeful that the Commission will have an opportunity to 
explore this area of Federal-local relations. We feel that it is a funda- 
mental area in terms of intergovernmental relations. 

Turning for just a moment to the question of tax relationships, it 
is true that the relationships between Federal and local levels are 
perhaps not as clearly discernible as the relationship between Federal 
and local services. There are, however, some points on which they 
come together, including the joint use admissions taxes, gasoline 
taxes, public-utility taxes, and, in some instances, income taxes. We 
feel that Federal revenues have a direct impact on the local revenue 
system because of the present high levels of Federal and State taxation, 
and incidentally, I include here the State taxation. It is rather 
interesting to point out that, and underlying perhaps the statement 
of the chairman in the opening of this hearing, that the property tax, 
contrary to popular opinion, has not reflected fully in its ability the 
increasing responsibilities of municipal government. I have received 
only recently a statement by Professor Newcomer of Vassar College, 
who has long been recognized by the Federal Government as an 
authority in not only local but also Federal taxation, and Professor 
Newcomer stated that 

The recent history of the general property tax is unique in that this is the only 
important tax in the United States that has not increased markedly in yield during 
the past 25 years. 

That means that an increasing burden has been laid on the grant- 
in-aid programs, both at the State level and the Federal level 

We believe, then, that the Commission ought to look toward an 
allocation of tax resources that would supplement the property tax as 
a phase of this study. 

We know that not all the questions that are before the United States 
in terms of intergovernmental relations are going to be answered by 
the Commission, and we would like to make that quite clear. We do 
not anticipate that the work of this Commission will be a substitute 
for continuing action on both the State and local levels of government. 
We appreciate that there is still work to be done in terms of setting 
the State and the local house in order. 








52 ESTABLISHMENT OF COMMISSIONS 


On the other hand, we feel that that work is well in hand and that 
the work of this Commission could be complementary to those efforts 
in the State and local municipalities. We are very glad to have had 
this opportunity to discuss this problem with you. If there are ques- 
tions which you would like to pose, I will be glad to try and answer 
them. If I do not have a proper answer for them, I will be frank to 
tell you so. 

Mrs. Harpen. How many municipalities does your organization 
represent? 

Mr. Demine. We represent something over 11,000 American 
municipalities, both large and small, Madam Chairman. 

Mrs. Harpen. Do you believe that most of those are in support of 
this or similar bills? 

Mr. Demina. Yes; our statement here this morning and the state- 
ments of policy which have been included as an enclosure to our 
statement are the considered judgment of our membership. The 
resolutions that you will find noted there were adopted, the last one 
in our Municipal Congress held in Los Angeles in the fall of 1952, and 
as I say, those statements represent the considered judgment of munic- 
ipal officials across the country. 

Mrs. Harpen. I found your statement very interesting and espe- 
cially that part of your statement where you referred to ‘the current 
examples of industrial tax exemption among different industries, and 
I see you have listed there Gary, Ind., in my own home State, a 
personal property amounting to $5 million on the part of the Govern- 
ment and the tax loss of $180,000. This committee hopes, within the 
near future, to conduct some hearings along those lines. 

Mr. Demine. We think this is a very fruitful area of study. The 
figures which I have here in this statement, we are in a position to 
back up with signed statements from the munic ipalities or the counties 
concerned. Indeed we are at the present time in the process of sur- 
veying this problem insofar as we are able across the country in 
cooperation with the National Association of Assessing Officers. 

| would like to underline this particular entry that each one of 
these statements with respect to tax loss is based on a signed state- 
ment by a municipal official or a county official, as the case may be. 
Otherwise, we would not have included these figures in this statement. 

Mrs. Harpen. Do you have any questions, Mr. Meader? 

Mr. Meaper. Yes, Madam Chairman. Mr. Deming, first I would 
like to discuss the general proposition of setting up a commission to 
do what is already the required responsibility of a committee of 
Congress. I presume that you are aware of the jurisdiction of this 
committee. 

Mr. Demina. Yes, sir. 

Mr. Meaper. The Government Operations Committee and this 
particular subcommittee deal with the field of intergovernmental 
relations between the Federal Government and the State and local 
governments. 

Mr. Deminea. Yes, sir. 

Mr. Mraprer. Do you have any general views on the desirability 
of having the investigation of this subject conducted by a congressional 
committee as opposed to a statutory commission, created especially 
for that purpose? 
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Mr. Demina. Well, my thinking on that, sir, is this, that it would 
seem to me that it would be desirable to have this particular study done 
by astatutory commission. I might say that we were extremely pleased 
that this particular commission was to be considered under a statutory 
basis rather than as a pure extension of the executive power. We feel 
that if a commission is created, such as anticipated here, that it does 
provide an opportunity for an expression of various interests. 

For example, speaking selfishly for just a moment, we have been 
intensely interested that in a commission of this sort that representa- 
tives of local governments should be represented, that there were 
areas of municipal interest we felt that could only be treated perhaps 
fully by people who were active in the local government level. We 
appreciate fully that there are Congressmen who have had experience 
in local government over the years and have a continuing contact 
with it, and yet we appreciate that as in our own case it is not too 
difficult to get somewhat removed from the day-by-day problem as, 
for example, in this tax field. At the same time we feel that perhaps 
the executive branch should be represented in a study of this sort. 
Certainly we would agree that this committee has the power to make 
this sort of study, but we would like to feel that the work of this com- 
mission, if it is created, would be complementary to the work of both 
the House and the Senate Committees on Government Operations. 
We certainly feel it would not stand in lieu of the committee’s work 
but would be complementary to it. 

Mr. Meaper. My question did not carry the implication that I 
was opposed to statutory commissions. In fact, | have a bill, H. R. 
4199, to establish a bipartisan commission on foreign economic policy 
called the Commission on Overseas Investment and Trade. I can 
see a distinction between that field which, in my judgment, involves 
more than purely governmental action, where the objective is to 
expand trade and investment and requires the cooperation of the 
American business community and the field we are —a with 
here, which is almost purely governmental. In other words, it seems 
to me appropriate in a field where you are asking private ¢ tine ns in 
their private activities to engage in a program that is conceived to 
be in the national interest to give them representation on a commis- 
sion for studying the subject, formulating policies and recommending 
programs in which the citizens themselves play the principal part. 
But I have some misgivings about setting up a duplicating and 
parallel commission where the questions are purely governmental 
and where there is already jurisdiction in a congressional committee. 

As a practical matter, I realize that the commission method or tech- 
nique is perhaps necessary because we in Congress simply will not 
give a congressional committee the same kind of financial support 
that we seem to be willing to give generously to commissions. 
The Hoover Commission, for e xample, spent something like $2 million. 
The appropriations for this committee for 1 year’s activities is 
something on the order of $65,000. We in Congress seem to be 
reluctant to equip our committees and give them the proper staff 
and assistance necessary to do a thorough investigative job. 

As a matter of general principle, it seems to me there is a great <leal 
of merit in having the facts developed and the policies formulated at 
the very point where the decision is to be made. If legislation with 
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respect to grants-in-aid programs, tax immunity, competition and 
duplication of taxes, or an) of the problems involved in this general 
field is to originate anywhere, it is going to originate in the Congress. 
It seems to me that the facts ought to be dev eloped as close to the place 
where the decisions will be made as it is possible to arrange. The 
Commission will make this study. It cannot pass legislation. It has 
no responsibility for the legislation, and the whole process has to 
be gone over again by the committees of the Congress. Frequently 
the Members of Congress who are members of a commission do not 
take as active a part in the commission’s studies as some of the other 
members of the commission. The result is, and I think it was true 
‘n the case of the Hoover Commission, that sometimes the congres- 
sional members of the Commission are the most active opponents of 
the Commission’s recommendations when they come before the 
Congress. I am wondering if you have any views along the line I 
have just expressed because we face this basic problem every time 
one of these commission proposals comes before us. 

Mr. Demina. I appreciate your statement very much, and please 
do not believe that | am trving to answer In your own words. But it 
seems to me you have highlighted 1 or 2 considerations and perhaps 
the most important of those considerations is that these questions 
with respect to the study of governmental problems are forged out 
ofttimes not so much on questions of principle as on the basis of prac- 
tical politics. As you suggest, the Congress may be more willing to 
provide funds for a commission than it would for this committee here 
| would say that, given the same funds that the Commission may 
receive, that the Congress may be willing to prov ide this Commission, 
and certainly it would be possible for the congressional committee to 
secure representation in its work. On the other hand, it has always 
seemed to me that a broad-based commission representing congres- 
sional interest, representing executive interests, representing the 
interest of, in this case, the State and the local governments, and 
indeed representing the interests of the citizen voter, that a broad- 
based commission of that sort was In an eny iable position in the terms 
of arriving at a consensus of opinion respecting the staff work and the 
work of the staff. It seems to me that a broad-based commission 1s 
thoroughly consistent with our frame of Government. It seems to 
me that it is thoroughly consistent with the citizen voter participation, 
‘in this case the recommendation-making process, and certainly | 
would not underplay the close association which ofttimes exists 
between a Congressman and his constituent voters. But I do feel 
quite definitely and I think | speak correctly for our organization when 
1 say that we feel rather definitely that a broad-based commission 
would seem more likely to achieve the sort of answers that not only 
the Congress but also the State and local governments are looking for, 

\[r. Meaper. In the light of your statement that the local govern- 
ments, that is, the State governments and municipalities, perhaps 
even school districts, should have representation on this Commission, 
would you think it desirable to spell out the qualifications of members 
so that you would be assured in the legislation that such representation 
would be given? 

Mr. Denna. I take it there you suggest that there should be 
certain qualifications, for example, that the members of the Com- 
mission will be represented from municipalities and the like. Previous 
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bills that have been introduced have carried that feature. Indeed, 
some of them have carried a provision that the President might 
appoint from a panel drawn by organizations representing municipal 
and State officials. 

In this particular bill which has now passed the Senate and been 
under consideration by the executive, we feel that municipalities will 
be represented. It seems to us that not only has President Eisen- 
hower but also Senator Taft in his testimony before the Senate made 
it rather clear, almost to the point of commitment, that municipal 
officials and county officials, State officials would be represented on 
this Commission. Now truly there is nothing in the bill which 
specifically says that this shall be so. But we have the statement of 
men of good faith that this will be the case. 

As an organization, we are satisfied that in the case of this nar- 
ticular measure that that commitment will be carried out. 

Mr. Hitietson. Will the gentleman yield for one question? 

Mr. Meraper. Yes. 

Mr. Hitietson. I am sorry | have to leave in about 2 minutes and 
| would like to ask one question before I leave. This Commission, 
whether it is a good one or a bad one, of course is based on a long range 
program. In other words, as I understand it, this Commission is ta 
come back with some kind of a report on March 1, 1954. After that, 
of course, after the report is submitted, which would have to be pre- 
sented to the next Congress which, in turn, would be 1955 and possibly 
it would even be 1956 before any direct action is taken. Isn’t that 
right, Mr. Deming? 

Mr. Demina. I think that is true, yes. 

Mr. Hittetson. The question I have deals with corporate property 
that has been purchased by the Government or Federal corporations, 
which as a result, the local governments are unable to receive any tax 
from this real property. I think you are acquainted with that 
problem. 

Mr. Demrina. That is true. 

Mr. Hitietson. Do you think that there is an immediate need for 
this thing to be cleared up and do you think there should be some kind 
of a temporary measure provided to take care of the taxes that are 
not being collected by these local governments during the time that 
this Commission is investigating, or do you think that is a necessity? 
I don’t know if you understand my question 

Mr. Demina. Yes, I do understand your question. As an organi- 
zation, we are definitely of the opinion that this question of taxation 
of either federally exempt or federally owned industrial property and 
other Federal properties should be considered and, we would hope, 
promptly. 

There is a bill now under consideration, S. 788, which I understand 
has aroused considerable interest in the Senate and in the House 
as well. 

Mr. Hitutetson. Who is the author? 

Mr. Demina. I believe Senator Humphrey of Minnesota introduced 
the measure and I believe it is now under very serious consideration 
by Senator Taft in light of a situation which has arisen in Ohio. 

Perhaps I can put it this way. This question of exemption of 
industrial property, as well as other areas of Federal property, is one 
element in this overall question of Federal-State-local relations. 
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Mr. Hituerson. In other words, perhaps that would reach 10 
percent or 15 percent of the problem. 

Mr. Demina. I hesitate to put a quantitative measure on it. 

Mr. Hitietson. That is an arbitrary figure. 

Mr. Deminea. But certainly that figure is suggestive. As I say, 
we are hopeful that that problem might be considered in the present 
session of Congress. Yet on the other hand I would think that 
even if that question were considered and definite action were taken 
on 8. 788 for example that this Commission, were it created, should not 
be excluded from considering any area of activities because it is 
a component. 

Mr. Hrtuevson. You think S. 788 should be on a temporary basis 
so that the Commission could still go into that same problem and come 
out with recommendations regarding that type of problem. 

Mr. Demina. Certainly S. 788 on a temporary basis would afford a 
measure of relief for a time. 

Mr. Hittetson. That is immediate relief? 

Mr. Deminc. Were we testifying on S. 788, we would be forced to 
suggest that 5. 788 probably does not fully consider this industrial 
problem itself. That is a problem which is almost unique. 

Mr. Hituetson. Would you say only that property which is 
owned by the Federal Government and used for industrial purposes? 

Mr. Demina. Is that the frame of S. 788? 

Mr. Hiiuetson. Is that what you had in mind? 

Mr. Deming. That is all right. I was speaking here in terms of 
this Commission, S. 788, as I remember it, and I do not have a copy of. 
it with me this morning 

Mr. Hititeison. I do not think the bill itself is important, but I was 
trying to get your reaction to the need as pertains to this property 
that is owned by the Government corporations. In many cases, the 
local governments have received tax benefits from this property, and 
recently as a matter of fact, during the last few sessions of Congress, 
the Congress has authorized that some of this property can be taxed. 
In other words, there is no precedent. I am not talking about that, 
but talking about your opinion as to whether you think they should be 
taxed by the local governments. I do not mean post offices. 

Mr. Deminc. No. Our position is that the property which is 
industrial in nature should either pay real property taxes in terms of 
realty or personal property taxes in terms of personalty, in States 
that levy personal property taxes, or should at least make a payment 
perhaps on a contractual basis for the services which they receive. 

Mr. Hituetson. The type of property which I specifically referred 
to is property that has been taxed by the local government and 
then, as a result of its being transferred within the Federal Govern- 
ment or including the Federal corporations, is no longer on the tax 
rolls. 

Mr. Demina. That is one area of property which would come under 
that general recommendation. We would say that new realty, which 
is created as for example the plant in Cuyahoga Heights which has 
not been taxed before because no plant existed but that plant should 
be included and should be taxable in terms of services received. 

Mr. Hititetson. But the need is still more immediate than the 
Commission can accomplish. 
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Mr. Demina. I would agree with that but I would caution against 
excluding that area of inquiry when the Commission does sit because 
many of those factors are interrelated. 

Mr. Hiuuetson. If you should take care of the immediate need, you 
think that that bill or proposal should be limited so that it can be 
included in this overall Commission report? 

Mr. Demina. I think I would agree with that. 

Mr. Hituetson. In other words, 2 or 3 years or something like that. 

Mr. Deine. I think I would agree with that; ves, sir. 

Mr. Hituetson. That is the only thing I had in mind, Madam 
Chairman. Thank you. 

Mrs. Harpen. Mr. Meader? 

Mr. Meaper. Thank you. I notice your statement that the 
description of duties of the Commission in section 3 (b) is, in your 
opinion, too narrow because it seems to confine the investigation to 
Federai-aid programs rather than the whole area of relations between 
the Federal and State and local governments. That leads me to 
inquire whether you have any language or an amendment to suggest 
to accomplish the broader statement of purposes you think desirable. 

Mr. Demina. Let me suggest this, sir, that we are already on record 
as an organization as favoring the amendments which were made in 
the Senate and I would certainly stand in back of the bill as it was 
passed by the Senate. 

Mr. Mraper. That is 8. 1514? 

Mr. Demine. Yes. 5S. 1514. 

Mr. Meaper. The language you feel covers the problem is the 
phrase “problems in the field of intergovernmental tax immunities’’? 

Mr. Demina. That phrase was deleted in the Senate. 

Section 3 (b), as prepared by the Senate, reads: 

The Commission shall study and investigate all of the present activities in 
which Federal aid is extended to State and local governments, the interrelation- 
ships of the financing of this aid, the sources of the financing of governmental 
programs. 

And the phrase: 


And problems in the field of intergovernmental tax immunities 


was deleted pursuant to an amendment introduced by Senator Taft. 

Mr. Osmers. Then I must have the wrong print. 

Mr. Demine. I think the print we have is that from the Committee 
and not the print released by the Senate. 

Mr. Osmers. Is that the only change that was made in the Senate? 

Mr. Demina. Yes. 

Mr. Meaper. You are satisfied with the language as passed by the 
Senate? 

Mr. Demina. Yes, sir; we are satisfied with the language that passed 
the Senate. 

Mr. Meaper. Then this Commission would have a far narrower 
scope of jurisdiction than is the scope of jurisdiction of this committee 
and of this subcommittee. 

The problem Mr. Hillelson mentioned, which is referred to in your 
statement, is a matter of concern in my district in Michigan. I have 
taken quite a good deal of interest in the fact that local government 
units at Adrian, Michigan, lose something like $90,000 worth of taxes 
as a result of the transfer of property from the Reconstruction Finance 
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Corporation to the Federal Government. That problem, under the 
deletion made by the Senate, as I understand it, would not be a part 
of the study of the Commission. 

Mr. Demina. We feel that that subject area would be included by 
implication under section 1, the declaration of purpose. Section 
3 (a) of the bill, as passed by the Senate, reads: 

The Commission shall carry out the purposes of section 1 hereof. 


One of the statements or one of the expressions in the declaration 
of purpose of the bill i 

* * * It is necessary to study the proper role of the Federal Government in 
relation to the States and their political subdivisions, with respect to such fields 
to the end that these relations may be clearly defined * * *. 

We would feel that certainly a Commission would have the frame of 
reference necessary there to study the impact of Federal activities 
on State and local government. 

Mr. Meapenr. Isn’t that stretching the language, especially in 
view of the fact that this phrase “‘ problems in the field of intergovern- 
mental tax immunities’? was especially stricken from the draft of the 
bill? When we are passing legislation why don’t we say plainly what 
we mean rather than go through some nebulous process of rationaliza- 
tion in order to arrive at an objective? If that field is within the 
scope of this committee’s study, why not say so plainly? 

Mrs. Harpen. Will the gentleman yield? 

Mr. Mraper. Yes. 

Mrs. Harpen. I would like to read a quotation from the Con- 
cressional Record of Wednesday, May 6, 1953, in the debate in the 
Senate by Senator Taft, which is as follows: 

Mr. Tarr. Mr. President, I should like to make a brief statement as to why I 
offered my amendment to the committee amendment. It was to cover the case 
of Government plants which are moved into various places where they are: not 
subject to taxation. The property is thus taken off the taxrolls. I feel that that 
subject has become of such an emergency measure that it ought not to be postponed 
for a year while the Commission studies it. I think the Commission ought to go 
about doing something at once. I do not see any reason for taking a full year to 
study the question. 

Mr. Mraper. I can appreciate that. I certainly would agree with 
him that it is an emergency, and I am very much interested in this 
subject. I have discussed with Mr. Hillelson, and also the staff 
director of this subeommittee, the possibility of introducing legislation 
which would give relief to local governments where a piece of valuable 
property owne <d by a Government corpor: ition has been on the tax- 
rolls and, through the fact that title has been transferred to the United 
States Government, has been removed from the taxrolls and thus has 
caused a loss of revenue to the municipality. That is a specific 
limited area of the problem. The fact that emergency action ought 
to be taken does not seem to me to argue that this Commission should 
not give consideration to that problem. I mean the fact that the 
Commission is authorized to study the field does not seem to me to be 
in any way inconsistent with taking emergency action. 

Mr. Demina. We would feel that the inclusion of that phrase spells 
out more clearly and does not leave open the field of implication which 
would be necessary if it were not spelled out. Frankly, we certainly 
would support the bill with that phrase included. The bill would 
definitely be stronger. We probably could support it more enthusi- 
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astically with that phrase included than without it. Yet, I would 
feel that the implication is clear. However, I think the Congressional 
Record shows that one of the problems which might be involved there 
would be, of course, the question of municipal immunity in the field 
of municipal bonds. The immunity of municipal bonds is certainly 
a premise upon which we have stood for many years, and the point of 
our testimony here this morning perhaps has been more in the question 
of tax immunity in the area of proprietary functions. If the question 
of municipal bonds could be specifically excluded from these problems 
and the area of intergovernmental tax immunities, then that would 
remove one area of question which cretainly must exist in the minds 
of municipal officials. 

Mr. Meraper. Let me ask then—and I am almost sure what your 
answer is going to be from what you have just now said—whether you 
would have any objection to giving this Commission exactly the same 
authority that this subcommittee has, studying intergovernmental 
relations between the United States and the States and the munici- 
palities. 

Mr. Demina. I think we would go along with that. 

Mr. Meaper. Well, if you will take the matter of taxation of 
municipal bonds, then the matter of social-security taxation of State 
or county employees would be within the scope of the committee’s 
inquiry if it wanted to go into that subject, wouldn’t it? 

Mr. Demina. It definitely would be. 

Mrs. Harpen. I believe that Senator Taft was fearful that nothing 
would be done on the emergency cases because the people could Say, 
“Well, it is going to be studied.” 

Mr. Deming, can you suggest any language to take care of both 
those situations? 

Mr. Deminea. Going back to my earlier statement, we do definitely 
feel that there is a need for prompt consideration of S. 788 or a bill 
which embraces the same subject matter; and yet, at the same time, 
we would feel that, even though S. 788 were passed, this overall 
question of interrelations in the tax field and the tax-immunity field 
ought to be considered by the Commission. I am not sure that I can 
suggest just how to put in here an expression which says in effect that 
passage of this bill shall not prejudice the consideration of a bill to 
provide immediate relief to municipalities in a case of industrial plants 
and the like. That might be something the spirit of which could be 
included in the committee report which, while not having the strength 
of legislation, at least indicates the thinking of the committee with 
regard to a particular field of legislation. 

Mr. Meaper. I would like to pursue this subject of the scope of 
the Commission’s inquiry a little further. I might make this obser- 
vation first, Mr. Deming, and see whether or not your thinking is 
in line with mine. 

I think this area of the relationship between the Federal Govern- 
ment and the State governments is one of the most delicate areas in 
our whole Federal system of dual sovereignty. I sometimes wonder 
whether we still have a system of dual sovereignty and whether there 
is any sovereignty left in the States, but the area where State and 
national authority meet is one which I believe the Supreme Court 
throughout our history has been very reluctant to explore and define. 


34120—_53——5 











60 ESTABLISHMENT OF COMMISSIONS 


Legal questions dealing with the line of demarcation between the 
authority of the States, and their supposedly independent sovereignty, 
and the authority of the Federal Government, are very touchy. It 
seems to me that it is precisely in that field that this Commission is 
authorized to conduct its study and make recommendations. 

In other words, I think there are constitutional implications in this 
Commission study. If we are to go into this field and set up a Com- 
mission to explore that area, it seems to me they ought to have rather 
complete and clear authority to do so, and I wonder if you do not go 
along with that thinking. 

Mr. Demina. Well, yes; certainly I go along with that thinking. 

As you were speaking, | could not help but remember that the 
Supreme Court only this past week inanded down a decision in which 
the State of Tennessee and the Esso Standard Oil Co., and the Federal 
Government were parties in which the Supreme Court recognized 
that the Federal Government might, on occasion, be engaged in 
proprietary functions, industrial in nature, which could be taxable by 
a State. Certainly there are constitutional questions involved; per- 
haps even more serious than the clear constitutional questions are the 
questions of constitutional interpretation that are involved under 
the whole question of constitutional warrant for Federal interest in 
municipal activities, which is an area worthy of constant study. 

Only yesterday I was reminded again that during President Hoover’s 
administration, when he had appointed the so-called Wilbur committee 
to study, as I remember, the question with regard to education and 
the like—that at that point they found some 14 constitutional bases, 
both expressly stated and implied—and I emphasize the “implied”’ 
for Federal interest in the field of education. This constitutional 
question is one that we have had with us for a long time. 

If | could speak as an individual for just a moment, it seems to me 
that one of the questions which this Commission is facing is the mean- 
ing of the Constitution with regard to dual federalism, cooperative 
federalism, and of the type of federalism you will encounter at this 
stage in the Nation’s development. There are questions of practical 
politics involved, but there are also constitutional questions, and 
probably philosophical questions involved in this whole area of na- 
tional-State-local relations. 

Definitely this Commission cannot work unless it gets into the 
Constitution. 

Mr. Meraper. I want to turn now to a matter of mechanics. I 
noticed neither Mr. Halleck’s bill nor the Senate bill, contain sub- 
pena powers for the commission. I do not recall your making any 
reference to that question in your statement. Do you have any 
views on the desirability of giving this Commission the subpena power? 

Mr. Deminc. We have no definite views on that particular question 
in light of section 4 (b), beginning at line 19, on page 4 where it 
states that: 

The Commission is authorized to secure from any department, agency, or 
independent instrumentality of the executive branch of the Government any 
information it deems necessary to carry out its functions under this act. 

That is in H. R. 4406. Admittedly that does not extend to a 
representative of State and local government. 

Mr. Meaper. Or to private citizens. 
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Mr. Demina. Or to private citizens. Certainly the subpena power, 
wisely used, might facilitate the work of the Commission in securing 
the opinions and indeed perhaps information from State and local 
groups. 

Mr. Meaper. If we cannot trust this Commission to deal wisely 
with the subpena power, we cannot trust them to deal wisely with 
the ver\ delicate subject they are given a mandate to explore. 

Mr. Demtna. That is quite true. I think likely the subpena power 
would facilitate their work 

On the other hand, I envision that the way this Commission would 
work would be pretty much within a pceeiaiine atmosphere. | 
cannot envision a State or local official failing to cooperate with this 
Commission. 

Mr. Meaper. I certainly would share your hope that that would 
be the way the Commission would operate, but frequently when you 
get down to the brass tacks, it is always handy to have the power if 
you need it. Frequently also it is a protection to the person who 
has possession of documents or information to be served with a 
subpena. 

For example, let us savy the Commission desires documents from 
some local taxing authority. The official might question his right to 
turn those documents over to the Commission without some kind of 
legal authority or requirement that he do so. It seems to me if you 
create a commission, they ought to have the power of a committee of 
Congress to get the facts. After all, it is facts we want. It is only 
upon the basis ef facts that wise decisions can be made. I do not 
like to see a commission set up with all this preparation and then find 
them powerless to require anyone who wants to defy them to give the 
information they need. 

Mr. Demine. Do you remember whether the Hoover Commission 
had subpena powers, Mr. Ward? 

Mr. Warp. J do not think they did. 

Mr. Demina. I cannot remember on that point either. 

Certainly, the subpena power might very well facilitate its work 
and it would certainly be no impediment to its work. Frankly, 
a question that I had not spent very much time thinking about. 

Mr. Meaprer. It may be important to get income-tax returns or 
other kinds of tax returns. I don’t know whether this Commission 
would be the recipient of the authority the President can give to inspect 
income-tax returns in the Bureau of Internal Revenue, but one way 
the Commission could get tax returns is to subpena the taxpayer’s 
copy. Did the Hoover Commission have subpena powers? 

Mr. Demina. No. 

Section 11 (b) sets it forth there. 

Mr. Meaper. That is all I have at this point 

Mrs. Harpren. Mr. Pilcher? 

Mr. Pitcurr. You feel that this committee, if it had ample funds, 
has got the tools and more power than the Commission would have? 

Mr. Mraper. I think the scope of our committee’s jurisdiction, as 
defined in the Legislative Reorganization Act, and our own rules, is 
broader than the authority contained in the Senate bill 

Mr. Pitcuer. If we create the Commission, there is no use in domg 
that unless it has some power. In other words, there is no use in 
having a commission if they cannot find out the different things about 
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the relationship between the State and Federal Governments. Lots 
of things enter into this, like the income tax, social security, where 1 
plant is leased and 1 owned by the Federal Government and somebody 
did not want to testify or somebody did not want to give the informa- 
tion. I think you are right on it. I cannot see where a committee 
without any authority—lots of people will tell you to go jump in the 
river right quick. 

Mr. Meaper. The very fact that you have the subpena power is 
likely to engender a more cooperative attitude in those who have the 
information. 

Mrs. Harpren. Do you have any questions, Mr. Osmers? 

Mr. Osmers. Yes. First, I have an observation to make and then 
I have a couple of questions. I don’t suppose there is anybody in 
Congress more interested than I am in clearing up intergovernm ental 
operations, and there is probably also no one in Congress who takes a 
dimmer view of establishing commissions to do exactly the same thing 
that committees of Congress are provided for. It is duplication, and 
the fact that you have a majority of the members of the proposed 
Commission who are not Members of Congress immediately brings 
us to the conclusion that Congress will probably shelve a good many 
of the recommendations brought in. 

The Hoover Commission spent a great deal of money and they had 
the most carefully organized public relations program that any similar 
eftort has had, and they had unusual success. They passed about 
one-half of the things they set out to accomplish. 

I would like to ask Mr. Deming this: Do you know of any informa- 
tion or any office in the United States or any official in the United 
States who has a real contribution to make in this field who has not 
already been heard by either the American Municipal Association, 
the National Association of County Officials, the Council of State 
Governments, the Hoover Commission or by a Committee of Congress, 
or at the governor's conference? 

Mr. Demina. That is a broad question. 

Mr. Osmers. It is not hard to answer through. This is one subject, 
Mr. Deming, upon which everyone in the United States has spoken 
his piece and I know that if I call you up, call up your office this 
afternoon and ask for information on it, you are going to send me a 
large quantity. 

I ealled the Council of State Governments and asked if they had 
any information on this subject, and a man came over with an armful. 
It seems to me that Congress is abdicating its duties in appointing 
commissions to do this work and spending a lot of money besides. 

After all, many of us in Congress—and I am no exception— have 
had experience in municipal, county, State, and Federal Government, 
and it seems to me that this committee is wasting its time talking 
about a commission to do its work. 

What ought to happen now is that legislation should be written, 
introduced in Congress, referred to this subcommittee, and it ought 
to be reported out or killed. Those are my views. How far do you 
go along with them? 

Mr. Demrne. Organizationally we have, over a period of years now, 
recommended the formation of such a commission as is now antcipated. 
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That is the thinking of the members of the organization and I think, 
sir, in representing the organization, that would be the position 
that I would need to stand on. 

Mr. Osmers. 1 wouldn’t want you to take any view contrary 
to the one your organization takes, of course. But here we are in a 
position where we have a report provided for by the bill by March 1, 
1954, which is not an unduly long time. In March we will probably be 
midway through a congressional session and it will be too late for 
action during 1954, so then in 1955 you have a new Congress and 
what this new Congress has on its agenda is another matter. The 
new Congress will have its own views and committees, so I think we 
may bury some very good ideas by appointing this Commission. 

Take, for example, the subject that you brought up here as an 
emergency. ‘The elements of that are rather well-known. 

Mr. Demine. Oh, ves. 

Mr. Osmers. There isn’t anything going to be learned by sending 
some commission to the State of Michigan or California. We know 
that they have a local tax problem there. We know very well that 
if the Federal Government preempts all the sources of revenue that 
it becomes harder and harder for the States to build schools. Do 
we need a commission to tell us that? 

The point is we need to introduce a few bills to take some of these 
taxes, like the tobacco tax, and return the revenue to the States so 
that they can handle their local, county, and State programs. But 
this proposal, in my opinion, does not take into consideration the 
pace of this subject. This subject has been discussed for many, 
many vears and there is a great deal of information on it and I have 
talked to at least three governors and they tell me privately, and I 
don’t know what their official council of State government position 
is, but they told me privately, “don’t appoint a commission. It is 
Congress’ job. Put some bills in and work on the legislation.” 

Of all the bills that are before us, do you feel that this S. 1514 
is the one that we should favor here? 

Mr. Demina. Yes. 

Mr. Osmers. Don’t you think we ought to have the subpena 
power and also to put that tax-immunity language back in there 
again? 

Mr. Demina. I have been reflecting on the question of subpena 
power for the last few minutes since Congressman Meader raised the 
question, and I would agree that the subpena power would certainly 
facilitate the Commission’s work, and I would also agree that as I 
think back through my mind that some of the difficulties that some 
of our local officials and some of our local municipalities have are, 
No. 1, getting away from their jobs, and No. 2, in getting expenses for 
travel which they may have to incur that the subpena power might 
be of use to them in laying down a clear-cut instruction to appear 
before this particular Commission. 

Mr. Osmers. One other question. I may have understood you, 
but I thought in your verbal testimony before you made a statement 
that the property tax was the only tax that had not materially in- 
creased in the last 25 years, or the revenue from it. 
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Mr. Demine. Yes; [ was quoting from a statement prepared by 
Prof. Mable Newcomer, which appeared in the National Tax Journal 
for March 1953, in which she makes this statement: 


rhe recent history of the general property tax is unique in that this is the only 
important tax in the United States that has not increased markedly in yield 
during the past 25 years. In fact, property-tax revenues declined during the early 
thirties and only in 1947 did total levies exceed those of 1930. 


Then she goes on to point out in a further table the breakdown, 
both percentagewise and moneywise in terms of property tax, and 
also makes a statement here in terms of purchasing power of the local 
revenues which accrue from the property tax. 

If you wish, I will leave that with you for the committee’s study. 

Mrs. Harpen. Thank you. 

Statement of Mabel Newcomer is as follows: 


Reprinted from National Tax Journal, March 1953, vol. VI, No. 1] 
Tur DECLINE OF THE GENERAL PROPERTY TAX 
Mabel Newcomer ! 


The general property tax was the largest single source of tax revenue in the 
United States for most of the country’s history before World War IT. As late as 
1932 it was contributing more than half of all Federal, State, and local taxes 
combined In recent years, however, both the corporation and personal income 
taxes have far exceeded the property tax as revenue producers; and in 1950 the 
property tax contributed only 14 percent of all tax revenues 

The recent history of the general property tax is unique in that this is the only 
important tax in the United States that has not increased markedly in yield during 
the past 25 years. In fact, property-tax revenues declined during the early 
thirties and only in 1947 did total levies exceed those of 1930. At the same time 
complaints of excessive property levies continue; and municipalities are feverishly 
searching for new sources of revenue both to “relieve real estate’? and to meet 
threatened deficits 

In view of the acute financial problem in many of our cities, it is of particular 
interest to learn whether the relief that has been granted to property owners in 





l 





the past 20 vears is reasonable in relation to present day demands. The present 
tudy is an attempt to trace the changes in general property tax during this period 
n the hope that it will throw some light on this juestion 


CHANGING IMPORTANCE OF PROPERTY TAXES IN THE TAX SYSTEM 


State and local expenditures increased eightfold between 1902 and 1932, and 


these rising costs were met largely from increased property tax levies. There was 
no comparable increase in the potential tax bas National Bureau of Ecouomic 
Research estimates show an increase in this same period in the national wealth of 
between 3 and 4 times.2. The inevitable result was that property levies increased 
yut of proportion to the value of the property taxed. During the 1920’s there were 


property was bearing ‘‘more than its share’ of the tax 

sai he depression, and political pres- 
sures together with the breakdown of collection procedures led to a gradual 
reduction of property tax levies 


tate alr d local rovernments did not re spond i 


‘ 
frequent protests tha 
| 


yurder These complaints were sharpened by the de 


» the depression quickly with 
imprecedented demand for relief expenditures fell in 

the first instance on local budgets, and few local authorities were in a position 
o borrow extensively. On the contrary, those municipalities that had already 
taken full advantage of their borrowing powers were forced to reduce their debts 
in the face of a decline in the assessment rolls to which debt limits were frequently 
tied Consequently, the levies of 1932 exceeded those of 1929 in a number of 
The high point of property tax Jevees for all States combined came in 
This was followed by 5 vears of declining levies, and in 1935 the total stood 


reduced tax levies. The 1 
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1 Income and Wealth (New York: National Bureau of Feonomic Research, Inc., 1951), XIV, 
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at less than 80 percent of the 1930 peak. Property taxes have risen fairly steadily 
since 1935, but so slowly that only in 1947 did they exceed the high point of 17 
vears earlier. Detailed figures of trends are given in table 1. 


TABLE 1, Comparison of State and local tax revenues from general property tax 


, , ppg 
evics and other sources for selected years, 1902-50 ! 


State and local taxes State taxe Loca] taxes 























tax property iX roperty lax property 
tax t x 
1902 ER4¢ $700 82.7 $149 $7¢ 51.2 $698 $624 89.5 
1912 1, 609 1, 355 84.2 5 145 47.4 1,305 1, 210 92.8 
1922 $,139 16 80. 1 R61 14 40). ( 278 9 97] 00.7 
1926 5, 404 4, 326 80. 0 1, 254 4 29 4,150 3, 962 v5.5 
1927 5, 738 4, 554 79. 4 l 8 4, 385 4,191 v5. 6 
1928 6, 207 4,85 2 1, 511 68 1.3 4, 696 1, 486 95. 5 
1929 6, 481 4, 993 7.0 1, 594 f 1 4, 887 4, 657 95.3 
193 6. 863 5 186 7A. € 1. 777 38 ). ( 5, O86 4,848 5.3 
1931 6, 73 75.3 l 7 ) 4,948 4,711 2 
1932 6, 371 75. 2 l 19. ( 4, 700 4,475 95. 2 
1933 5, 9 7 l 2 14 4, 224 4, 033 95. 5 
1934 6, 060 t ) 1 2 11.6 4, O91 3, 884 4.9 
1938 6, 34 4. 5 ) 19 8.8 4,134 3 4.2 
1936 6, 844 60. 2 2 612 180 6.9 4,232 3. 1 
1937 7, 090 56.8 3. | 19. t 4. INT 3.4 
1938 7,979 nd. € 3, 595 18 2 4, 384 3.4 
1939 8, O76 3 3 61¢ 1 4.8 4, 460 12. 6 
1940 & 72] 0.1 4,171 f ) 4, 550 92.4 
1941 9, O72 18. 2 4, 498 $ 4 4, 574 2. 2 
1942 9, 614 46. 2 4,972 18 4, 642 1.8 
1943 9, 743 15.7 5, 094 4 4, 648 12.1 
1944 10, 109 14.6 5, 407 68 l 1,701 2.2 
1945 10, 439 14.6 60. "y f 4,58 12. I 
194 11, 108 15.9 t t 69 2.8 4 12. 5 
1947 12, 41 () } t 4 5 7 t 92 1. ¢ 
1948 14, 404 42.2 ' ] 2.0 6, 611 924 89. 6 
1949 681 6, 671 42 8, 364 152 1.8 7 f 6, 519 89. 1 
1950 16, 710 7, 090 12.4 Ss, U4 1.8 ) 93 2 
Data for total State and UX en take ! rep f Bureau of the ¢ 18 
on go mental finances, in $s the i I t I et ryt PI t 
the ir Offic y I far t 1 i. 
In at . } I ifthe Nat I } 1 fi idies or e ( State 
Gi nme! ( it t ) { I S ( he W i i the orts 
Yiel he 7 Institute h t t I t I cent year I inpub- 
} hee ht ( I tt ! ‘ » other : ad be 
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would be distort I I fron ‘ A t vere 
. I to the f . vi } 1 i ’ 
} } ¢ lection ¢ } t Tw 
} h DI f 
wt ‘ he Bu f the ¢ e i ted 
becau f tl isil vies t e per en 
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loe: Vet ‘ ‘ { \ W I I I a! 
property Dust “ ( A 
unde eneral property wheth 
The first. and obvious reason for the relative decline of the property tax is the 


enormous expansion of Federal taxes. Federal tax revenues, in which the general 


property tax plays no part, are approximately 3 times the combined collections of 





State and local governments today, whereas 20 vears ago the were less than one- 
third of State and local collections But disregarding Federal taxes, the general 
property tax revenues of State and local governm« declined from 75 percent 


of all tax revenues in 1932 to 42 percent in 1950, 

The second reason for the declining importance o general property tax 
is that most of the State governments today levy only nominal sums or none at 
all for their own purposes. At the beginning of this century only two States 
obtained no State revenues from the property ta i 
produced more than half of their tax revenues. In the first quarter of the century 


f +} 
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for all States combined it 
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a number of States attempted to do without it in order to give local governments 
full benefit of this source, but most of these reverted to State levies after a few 
years, and only three were not using it in 1926. Total State revenues from the 
property tax in this year were approximately five times what they had been at the 
beginning of the century, although State tax revenues as a whole had grown much 
faster, and three-quarters of the States were obtaining less than half of their 
tax receipts from this source. New sources of State revenue—personal and 
corporation income taxes and motor-fuel and motor-vehicle-licenses taxes—were 
providing the States with more revenues than the property tax. 

In the second quarter of the century, these and other new sources, including 
the general sales tax, employment tax, tobacco, and liquor taxes, made it possible 
for most States to reduce their property levies greatly or to abandon them alto- 


gether. As a result, total State levies dropped to less than half of their 1926 
level and to less than 2 percent of all State tax revenues. Also, they decreased 
from § to 2 percent of all property-tax levies. The property tax is, for all practical 
purposes, a purely local tax today. There seems to be every reason to expect 
this trend to continue. State aid to local governments has increased in many 
ways, and with all the other taxes available to the States it is hardly reasonable 


for them to levy taxes on the one base on which local governments depend for the 
larger part of their financing and then to redistribute this money in the form of 
State aid. ‘There are more effective ways of equalizing resources. 

Local governments are so dependent on the property tax for independent 
revenues, and at the same time are so hedged in by State limitations on this 
source, that the scope of their activities is in large measure determined by this 
tax base. It was inevitable that local levies would decrease with the decline 
in property values, and almost equally inevitable that they would increase again 
with rising property values. But in spite of recent increases the general property 
tax has declined in relative importance in local finances as well as in State finances, 
This has been made possible largely because of increases in State and Federal aid. 
Nonproperty taxes have grown somewhat in importance in local financing in 
recent years, but they were a smaller proportion of total local revenues in 1950 
than they had been in 1902. These trends are shown in table 2. 


TaBLE 2.—Principal sources of local revenues, 1902-50 ! 











Source | 1902 1932 1942 | 1950 | 1951 
| | | | 
iain ‘peices isieepenietiiioes iin ——| 
Millions of dollars 
General property tax ? n | 624 4, 224 4, 273 7, 042 7, 580 
Other taxes ? | 82 382 359 942 1, 041 
State and Federal aid : } 58 619 1, 795 4, 241 4, 424 
Charges and miscellaneous 89 790 613 1, 602 1, 871 
Total | 853 6, 015 7,040 | 13,827 | 14,916 
| 
| Percentage distribution 
General property tax sie j 73.2 70. 2 60. 7 50.9 50.8 
Other taxes ; 9.6 6.4 5.2 6.8 | 7.0 
State and Federal aid 6.8 10.3 25. 5 30.7 | 29.7 
Charges and miscellaneous 10. 4 13.0 8.7 11.6 | 12.5 
Total__.. J 100. 0 100. 0 100. 0 100.0; 100.0 


! Data from Bureau of the Census reports on governmental revenues 

* These figures differ from those in table 1 since the Census Bureau figures include all property taxes, 
genera] and special Also, the estimates based on individual State reports differ from Census estimates as 
explained in the footnote to table 1. The differences are not great enough, however, to affect the trends 
indicated 


The larger cities have obtained approximately the same proportion of their 
revenues from the property tax as have municipalities as a whole during this 
period. If the proportion of property taxes and special assessments (which are 
levies on much the same base as property taxes and which are little used outside 
of the larger cities) is compared for 1932 and 1950, the decline is found to be from 
84 to 54 percent. The cities have been able to increase their revenues from other 
taxes much more than have local authorities, and they are less dependent on 
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State aid. However, even the cities are obtaining more from State and Federal 


aid than from independent nonproperty taxes. This is shown in table 3. 


TABLE 3.—Principal sources of revenue in cities with a population of 25,000 and 








over i 
‘ ‘ Mi i 
Source ; 1902 | 19322 1942 | 1950 

Millions of dollars 
General property tax ; Jae i 270 1, 659 1,668 | 2,324 
Other taxes ‘ 4] 151 245 | 704 
State and Federal aid ‘ . : 17 121 462 | 908 
Special assessments 26 155 32 65 
Charges and miscellaneous 3 16 80 150 416 
Oa naginsasn 370 2,166 | 2, 557 4,417 

Percentage distribution 

General property tax . 73.0 76. 6 65. 2 52.6 
Other taxes . 11.1 6.9 9.6 15.9 
State and Federal aid 4 4.6 5. 6 18.1 | 20. 5 
Special assessments : 7.0 7.2 1.2 oe) 
Charges and miscellaneous ce 4.3 3.7 5.9 | 9.4 
Total seehsUaebowda bawioneuti 100. 0 100. 0 100.0} 100.0 


! Data from Bureau of the Census, Wealth, Debt and Taxation, and Financial Statistics of Cities. 

2 Cities of 30,000 and over. 

3 This is the classification used by the Bureau of the Census for recent years except that special assess- 
ments have been separately listed. It includes charges for current services, contributions from enterprises, 
and miscellaneous. For earlier years the nearest approximation to this that could be obtained, in view of 
a different classification, has been used. 


THE CHANGING PROPERTY TAX BURDEN 


The trend of property taxes in relation to national wealth and income is shown 
in table 4. The percentages for the national wealth do not represent the average 
rate on the real value of taxable property since, on the one hand, substantial 
eategories of wealth are not included in the tax base and, on the other hand, the 
tax base includes some intangibles that are excluded from the estimate of national 
wealth. The national wealth is, however, a good measure of the potential tax 
base. It is apparent from these ratios that taxes did not decline as rapidly as 
wealth in the early depression years, nor have they increased as rapidly as wealth 
since. The ratio in 1948 was as low as it had been in 1902 and just half of that 
for 1932. 





TABLE 4. Property taxes as a percentage of national wealth and income, 1902-501 
} | : 

Year |} Wealth Income Year Wealth | Income 

1902 0.8 1936 1.2 6.1 
1912 a 1940 1.1 5.8 
1922 1.0 6 || 1944 9 2.9 
1928 2 6.2 48 S 3.0 
1932 lt 10.1 | 1950 8 3.3 


1 Estimates of wealth from Nat il Bureau of Economic Research tudies in Income and Wealth 
(New York: 1951), XI\ Estimates of income from Survey of Current Business, “income payments to 
individuals,’ and from 8S. Kuznets, National Income and Its Composition, 1919-38, “‘payments to individ- 
uals excluding entrepreneurs’ savings” r 1922 and 1928 (New York: 1941 

2 Estimates for income not available in these years 

§ Estimates for wealth not available in this year 








Estimates of wealth are available only for the United States as a whole. Con- 
sequently, they cannot be used to compare trends for different regions. For this 
purpose individual income tax payments have been substituted. These per- 
centages do not measure the percentage of income paid in property taxes since, 
insofar as these taxes are paid by business concerns, they have been deducted as 
a cost before estimating income payments. Except as the proportion of business 
taxes varies in different areas and periods, however, this offers a fair comparison 
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of differences in the tax burde1 Since variations in the national income from 
) year ar il *r than variations in the national welath, the variations 
in the ratio of property taxes to income are correspondingly greater than those 
to ealth 1 ne tr nds. nowever, are similar. 
TABLE 5 Property taxes as a percentage of individual income payments for different 
20? 19 g0—AN 1 
Region 1930 193 1940 1945 1950 
Ur fan a 5.8 2.9 3.3 
N I l 7 6.4 3.7 4.2 
M I 7 6. 2 3.5 3.0 
So 7 5. 4 4.3 2.0 | 3 
So 7.1 7.1 5 2.3 | 2.5 
- 78 6.9 5| 3.0] 3.4 
Northwe 9 9.8 7.9 | 3.6 4.4 
Far \ 8.3 6.2 2| 2.3 | 3.7 
1 Grouping of States by regions follows that used in the Department of Commerce reports of income 





Table 5 indicates that the heaviest property tax burden is found in the North- 
west and the lighest in the Southeast. The ratio for 1950 for the Southeast is 
just half that for the Northwest. There has been a marked decrease in the 20 
years given for all regions. Only in New England is the 1950 ratio more than 
half of that for 1930. In the Southeast it is less than one-third. This region 
had a ratio above the average in 1930, whereas in 1950 it was only two-thirds 
of the average. 

Per capita tax levies increased from $42.24 in 1930 to $47.05 in 1950—11 
percent. The per capita increase in the Northwest was 31 percent, but in the 
far West there was a decrease of 2 percent. 

Data for tax levies since 1950 are so incomplete that no attempt has been 
made to estimate them. The Department of Commerce estimate for all prop- 
erty tax revenues, including special property taxes, shows a 1951 figure approxi- 
mately 8 percent above that for 1950. This is a smaller increase than that for 
the national income in this same period. Thus it seems probable that until such 
time as the national income and wealth decline, general property tax levies will 
not increase faster than income or wealth; and there are good reasons for believ- 
ing that, even with a business recession, these ratios will not return to the 
predepression level in the predictable future. 

The first reason for assuming that the predepression level of property taxes in 
terms of income and wealth will not again be restored is the very great increase 
in Federal and State assistance, both through direct grants and through the 
transfer to the broader State jurisdiction of former local government activities 
The increase in grants is indicated in tables 2 and 3 above. The reduction in 
the charges on local budgets resulting from transfer of functions is not readily 
measured, but local welfare and highway expenditures, for example, would 
certainly be very much greater if the States had not assumed direct support of 
a large part of this burden. 

A second factor preventing any great increase in local property tax levies is 
the very substantial decrease in the power of the local authorities to tax prop- 
erty, both thorough increasingly stringent tax limits and through the exemption 
of substantial categories of property formerly included in the tax base. 


TAX LIMITS 


Both constitutional and statutory tax limits have long been in use to prevent 
excessive local levies. The depression, however, was responsible for a new 
wave of legislation introducing new limits and tightening up old ones. Most of 
the older limits applied to State, county, and district levies individually. Lim- 
itations on city levies were usually found in city charters and varied with indi- 
vidu 





| cities or classes of cities In the early 1930’s however, a number of States 
introduced overall limits placing a total on the amount that could be levied on 
specific properties, regardless of the number and kind of taxing jurisdictions to 
which the property is subject. These overall limits have proved far more 
restrictive than most of the older individual limits. 

There has been little change in these tax limits in the past decade. A few 
more have been added, and in several States there has been some relaxation of 
the restrictions; but most of the recent changes have been of minor importance. 
Some States have classified counties according to assessed valuation, allowing 
the counties with the smaller assessment rolls a higher rate than those with the 
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larger rolls, but while these changes are designed to adapt limits to local needs 
in some measure, the increases a 1itted some local authorities are counter- 
balanced by lower limits for othe 

The effect of tax limits can: “ be measured directly since tax levies are held 
in check by a variety of influences. However, the increase in general property 
tax levies in 12 States with overall limits or comprehensive specific limits was 
only 16 percent between 1930 and 1950,3 whereas the increase in the other 36 
States and the District of Columbia was 42 percent. Also, the per capita levies 
in the 12 tax-limit States actually decreased a little between 1930 and 1950 (from 
$38 to $37) as compared with an increase in the other States from $43 to $50. 


CHANGES IN THI rAX BASE 


The property tax base has varied greatly in different periods and among the 
various States. Consequently, generalizations are likely to be misleading. In 
the following discussion, neverthe ‘less, an attempt is made to trace general trends, 
with full recognition of the limitations of such a study but in the belief that there 
are trends of some significance. 


The early history of the property tax has been fully recorded in the tax liter- 
ature, but in order to obtain some perspective on recent changes, a few of the 
older developments are noted here. The first property taxes in the United 
States took the form of levies on special types of property. In some instances 


rates varied with different classes of property. In other cases each class was 
subject to the same tax rate, but assessed valuations were determined by some 
arbitrary measure so that in fact certain classes of property were taxed more 
heavily in proportion to their value than others. These taxes resemble the 
classified property tax found in several States today. For the most part, how- 
ever, these arbitrary measures were crude attempts to tax in accordance with 
actual value rather than to favor some types of property, as does the classified 
property tax. 

At the beginning of the 19th century only three States had general property 
taxes as the term is usually understood (i. e., a tax on all property not specifically 
exempted and levied at a uniform rate within any given tax jurisdiction) rather 
than taxes, often at different rates, on specified classes of property Ten aaa 
however, included in taxable property certain types of intangibles as well as 
tangible personalty and real estate; only Delaware, which taxed the income from 
prope rty, levied no property tax at all.‘ 

The shift from taxes on specified classes of property to a general property tax 
(although always with some specified exemptions) came largely between 1800 and 
the Civil War. At one period or another all States have employed this tax for 
both State and local purposes, ar id in most States it has been the principal source 
of revenue for both levels of government over comida ‘rable periods of time 

In the latter half of the 19th century, however, a tendency to exempt intangibles, 
whether by law or administrative practice, is apparent. Pennsylvania is generally 
credited with being the first State to accord special treatment to intangibles, w ith 
a series of laws providing for preferential rates for different classes of intangibles 
Connecticut followed before end end of the century with its low-rate tax on 
intangibles. A decline in the percentage of total assessed values represented py 
tangible and intangible personalty also appears in other States. In New York 
State, for example, personalty accounted for 25 percent of total assessed values 
in the middle sixties, 20 percent in the early seventies, and only 12 percent in 1879 

For the United States as a whole the decline in personal property assessments 
was more gradual. There was a marked decline after the Civil War, from 42 
percent in 1860 to 30 percent in 1870, but this was largely due to the freeing 
of the slaves. In some Southern States before the Civil War taxable personalty, 
including slaves, had constituted more than half of the total assessment roll. 
After 1870 the decline was small, wavering between 20 and 25 percent for the 
latter years of the 19th century and the early part of the 20th century 








A second rapid decline in this ratio occurred in the decade from the middk 
twenties to the middle thirties. The assessed value of personalty in 1934 had 


fallen to less than 13 percent of all assessed values. Since that time the proportion 
has increased, reaching 20 percent in 1950. This is due partly to the fact that the 
proportion of the national wealth consisting of personal property has increased 
in recent years,® and partly to the fact that this was a period in which substantial 

3 Alabama, Arkansas, Indiana, Kentucky, Michigan, Nevada, New Mexico, Ohio, Oklahoma, Rhode 
Island, Washington, and West Virginia 

4R. T. Ely, Taxation in American States and Cities (New York: 1888), p. 118, 

5 These followed tne adoption of the Constitution of 1873 which permitted such cla iff ition 

* Tangible personalty is estimated to comprise 31 percent of the national wealth in 1932 and 40 percent in 
1948. (National Bureau of Economic Research, op. cit 
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exemptions were granted by the States for real estate—a movement which started 
somewhat later than that for the exemption of personal property. 

4 comparison of the assessed value of taxable property with actual value, as 
estimated by the National Bureau of Economic Research, is given in table 6. 
If the property tax were universal and valuations were made at 100 percent, the 
assessed value figures should exceed the national wealth figures by the amount of 
intangible property since these intangibles, while included in the typical general 
property-tax base, are merely claims to tangible wealth and do not appear in the 
national wealth estimates. In fact, however, assessed values are only a fraction 
of the national wealth, and they have declined from two-fifths of the actual value of 
wealth in 1912 to less than one-fourth in 1948.7. The only important reversal of 
this trend is found in 1932, and this exception is explained by a lag in assessments. 
Assessments were almost as high in 1932 as in 1929 in spite of a reduction of nearly 
30 percent in the actual wealth, as estimated by the National Bureau. 


TABLE 6—Comparison of assessed value of taxable property with national wealth 
1902-48 ! 


Dollar figures in billions] 


Real estate Personal property 
Year Ratio of Ratio of 
Actual Assessed | assessed to Actual Assessed | assessed to 
value value actual value value actual 
value value 





1902 2 $70.3 3 38. 8 ? $24.7 $7.7 31.3 
1912 112.4 5 48.5 44.3 14. 1 31.8 
1922 211.9 9 46. 2 105. 8 25.9 24.5 
1928 279.7 129. 0 46.1 132. 8 26. 1 19. 7 
1929 283. 2 134. 7 47.5 135.9 25.9 19.5 
1932 210.3 131.9 62.7 88.6 21.7 24.5 
1936 240. 7 115.4 47.9 106. 6 17.7 16.6 
1939 255.6 116. 5 45.6 118. 5 18.5 15.8 
1940 269, 1 116, 6 43.3 132. 1 18. 1 13.7 
1944 327.3 124.5 38.0 171.8 24.5 14.2 
1946 401.7 127.4 31.7 222. 8 25. 5 11.5 
1948 487.4 148.9 30. 5 309. 6 33. 7 10.9 


1 Data for actual value are estimates of national wealth in National Bureau of Economic Research, Studies 
in Income and Wealth, 1951, XIV, 18-19. The figure for real estate is the sum of estimates for land and 
structures. Personal property is the sum of equipment, inventories, net foreign assets, and monetary gold 
and silver. Assessed values have been compiled by the author from Census data and State financial reports. 
Che 1902, 1912, and 1922 figures are basically those in Wealth, Debt, and Taxation; those for the remaining 
‘ars are from State reports supplemented by the Bureau of the Census reports on Financial Statistics of 
{ The public utility proverty is not usually distributed between these 2 categories in either State 
or Census reports. Where no information was available as to the nature of this item, it has been arbitrarily 
listributed, two-thirds to real estate and one-third to personal property. The figures do not include in- 
tangibles subject to fixed low-rate taxes since this study is concerned with the base subject to variable local 
rates The years listed during the past 20-year period include all of those for which estimates of wealth are 
given in the National Bureau of Economic Research study. The assessed value figures are those on which 
the taxes for the fiscal year noted were levied 

? These figures are the average of the 1900 and 1904 Bureau of Economic Research figures. Trends in 
prices and production suggest that the greater part of the increase in the national wealth in these 4 years 
may have occurred by 1902, in which case the ratios should be a little lower than those given, but the differ- 
ence would not be substantial. 
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The lag is again apparent in the 1936 figures. While the national wealth in- 
crezsed nearly 15 percent in the 4 vears 1932 to 1936, assessed values dropped 
approximately 20 percent Finally, the marked increase in assessed velues in the 
postwar period has not kept pace with increases in actual values. Although the 
majority of States now provide for annual revision of assessments, few local 
authorities make any thoroughgoing annual revision of assessed valuations. 
Properties that have not changed hands and that have not been subject to sub- 
stantial improvements tend to remain at the same value for years atatime. This 
is due partly to lack of adequate staff and partly to political expediency. Prop- 
erty owners do not protest failure to revise assessments downward in periods of 
depression as vigorously as they protest upward revisions in periods of inflation. 
Moreover, the majority of assessors—and probably also property owners—are 
convinced that the value of real estate is fairly stable and that rapid shifts in 
market prices, however general, should be disregarded 2s reflecting forced sales 
at one extreme and inflated values at the other rather than the actual worth of 
the property 

The tendency for assessed values to lag behind when there are marked changes 
in the national wealth leads to a narrowing of the gap between assessments and 


a 


te, however, a substantial increase in the ratio between 1902 and 1912. 
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actual values in periods of shrinkir values and a widening of the gap ir fla- 
tionary periods. This lag is, therefore, partly responsible for the shrinkis er- 
centage of wealth reflected in the assessment figures in the latter part of this 
period. But it does not explain the difference in trends between the real-estat 
and personal property ratios. Nor does it explain differences from State to State 

No estimates of actual wealth are available for individual States or regions, 
but an attempt has been made to determine whether the decline in asses ents 1s 
general or limited to certain geographic @reas by comparing the assessed valua 
tions, of each State for the vears 1902, 1929 (the peak veer), end 1950 In order 
to ! inimize the effect of different rates of popul Tio! crowtl or decline, t ( ess 
ment figures have been divided by State population; and to eliminate the eft cet 
of the changing velue of the dollar, the per capita figures for 1902 and 1950 have 
been converted to 1929 purchasing power. 

Aithough assessed values for the United States as a whole rose bv one-third 
between the end of World War II and 1950, the per capita assessed valuati for 
the entire country was almost the same in 1950 as in 1929, This is in contrast 
to the period from 1902 to 1929 when per capita assessed values for the entir« 
United States nearly tripled. When these per capita figures are converted to 


1929 purchasing power, the 1929 value is still 86 percent above that for 1902, 
whereas the 1950 value is 37 percent below that for 1929, Figures for individual 
States are given in table 7. 


TABLE 7. Per capita assessed valuations in 1929 p irchasing power, 1902, 1929 
and 19501 


. Percent 
State 902 1929 ¥. tT 





1 0 12 
1929-50 
New York $1, 244 | $2. 189 | $2 92 iq 
Illinois RF 1.1090 16 146 
Montana 4 539 1, 604 | 
District of Columbia $4 659 1, 599 
Rhode Island 1. 460 1, 98] 1, 402 “) 
Connecticut 1.133 1. 771 1, 360 
Nebra 4 ---- 267 2,28 1, 238 46} 
W yoming 668 1.99 1.21 29 
Kansas 88 1, 959 1. 208 ag 
Nevada 939 2 { 1. 182 7 
South Dakota 7 694 2. 43 1, 161 
Ohio 752 2 (Kt 096 4 
Massachusetts - - 1, 731 1. 606 1. On g 
Minnesota. 680 » 192 1, 04 l 
Wisconsin RO7 67 1 0°20 . 
North Dakota 17 1, 954 1. 004 19 
Maryland 790 1. 330 76 27 
Michigan N17 1,8 93 49 
lowa Alf 393 134 +138 
Indiana 900 1, 61 Sxt { 
Florida 2K) 163 RR4 LQ] 
New Hampshire 7 TO 1.3. QAI 8 
West Virginia 8 | 1.219 § ‘ 
California 1, 317 1, 20 si ® 
New Jersey 767 1. 58 ? 
Missouri 641 1 37] 0 { 
Colorado i771 10 748 
Delaware ; O4 1, 160 
Utah 646 1, 4 i4 17 
Kentucky 29 783 637 j 
Oregon 515 1, 197 630 47 
North Carolina 2 IS 53 629 4 
Arizona £5 1, 612 627 61 
Vermont 754 766 564 9 
Texas 515 695 4 22 
Pennsylvania. 909 1,119 0 2 
Maine 809 O36 ~ 42 
Idaho 958 1. 007 t 51 
Virginia . 429 676 2 
Louisiana ‘ R4 178 44 
New Mexico... RS 748 4 A 
Washington Hoo SOU 444 4 
Oklahoma 12 759 429 43 
Tennessee ve) 67 j 44 
Alabama 54 $i { 
Mississippi 244 3¥0 26. 
Georgia. -_. bd 452 4) 
Arkansas 65 3 207 38 
South Carolina 231 46 153 38 
United States total , ; ‘ 714 1, 328 Sit 37 
i 


1 Based on the Bureau of Labor Statistics index of wholesale prices, 
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Considering individual States, the 1950 per capita assessed valuation, in terms 
of 1929 purchasing power, was lower than in 1929 in all but four States. In 
New Yor 5 Li ( I ir ASS mie ive more than kept pace 
with the grow population and inflation Che other three States with higher 
per cCaplta& asst I S toc iT tic action to increase assessment ratios at some 
Do ! ver 1929 and 1950 lowa increased the legal ratio from 25 percent to 
60 percent Florida and Illinois, with the legal ratio at 100 percent at the begin- 
ning of is period, revised assessment procedures to get result approaching 100 
percent.’ It is interestin o note that the 1950 }:er capita assessment for New 
York Stat by far the |} st of any although no personal property is 
ir led The second highe that for Illinois, which includes intangible and 
tal pie personalt In its assessment roll as well as 1 a tate, is only two-thirds 
tha New Yorl here is no s liscrepal in per capita income in these 
two States and probably no such discrepancy in per capita wealtl 

lor our States and tl District of ( umbia id lower per capita assess- 
me 929 dollar In 1950 thar 1929 And 14 | cattered States— 

te rom Maine to California how lower per capita values in 1950 than in 
1902 
I nt inflati in real-estate value arth, ponsible for the com- 
pai'a low assessed valuations i 1950 r} ul lag in valuations in 
me ! ilues has been greater than normal in the past few vears because 
inft.a rea ite \ Nas been ¢€ eptiona ra 1 Che rise in values in 
he 1920 was me erate DV comparisor This lag has more than offset the gains 
! | fror marke i rovement in assessme echniques, which have 
l increase the of assessed ll va and to do away with 
ore of el jua es ina ne Che mprove nts have been particu- 
larey Marked ‘citi , whe a large and increasing propo of property values 
is found, but improvements in valuation met! n rural are also substantial. 
Tt se of tax and land value maps has spread ray luring tl period, stimu- 
lated by the white-collar work-relief programs of the depression decade. And 
the: use of soil survey maps for purposes of assessment in rural areas has spread as 
su maps have become a ble 

Another factor respor le for the failure of assessed valuations to keep pace 
witl nereases in tl national wealth is the decline t legal tax base There 
has been a gradual disintegration of the tax until, in some States, it resembles the 
property taxes of the 18th century more closely than the general property tax of 
+} 10th eentury A study of legislation during this period reveals a substantial 
and growing list of legalexemptions. The movement to exempt personal property 
preceded the movement to exempt important categories of real estate. This 
explains the fact that the ratio of assessed to full value of personalty declined 
earlier than that for real estate In some States the decl in real-estate assess- 

can be attributed to exemptions as much as to the typical lag in revising 
assessments These exemptions will be discussed in a later article 
CONCLUSIONS 

Recent increases in general property tax levies have brought the total well above 
the 1930 peal The average per capita levy, however, has increased very little; 
and i! terms of 1930 purchasing power! the 1950 levies are much smaller than those 
of 1930. A few large cities have been successful in offsetting this failure of prop- 


but most local governments have become increasingly d 
Federal aid. 

Tax discussions of the 1920’s and early 1930’s bristled 
tax burden on property was excessive, and they recommen 
as a whole be reduced, but also that the proportion of reve 


of a model system of State and local taxation recomm 


property, income, and business transactions. And while 
T 


litable proportions of revenue to be obtained from these three 


} 


bases, there appears to be the implication that, taking t 





ertyv taxes to grow with local needs bv the deve LO} ment of ot 


eT independ nt taxes, 
pendent on State and 


with protests that the 
led not only that taxes 
nue from other sources 


1. The reports of the National Tax Association Committee on a plan 


ended a triple base— 
no commitment was 


e total Federal, State, 


and local tax system into account, no one base should bear an appreciably larger 

‘ I , e tl that for 1931. The assessment 

\ I me t of ere a increased between 3 and 

4 1 ( iat yr 1944 was nearly double that 

fi ! i} ( if 1947 Chis inerease, in the 
Flor 

*) A I ced Report of the Committee on a Plan of a Model System of State 
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share of the total taxes than the others At least it is made clear that each should 
bear a substantial proportion of the total. Other critics set as a goal for the Sta 
and local tax system a burden on real estate not to exceed 50 percent of total tax 
levies. 


Those who set these goals should be content with the record of the past 20 vears 


While the proportions of different taxes vary with business conditions as well as 
with the nature of the tax s\ m, it is clear from the percentages given in table 8 
that the demands of the earlier critics have been more than met Property taxes 


as a whole, including general and special property taxes and death taxes, declined 
from 51 percent of all taxes in 1930 to 14 percent in 1950. And taxes on real 
estate declined in the same period from 64 percent of all State and local tax rev- 


enues to 34 percent. 


TABLE 8.—Percentage of total taxes from property ta: 
I il 

, 44 64 sf 
1932 ) 4] t 
142 80 3 63 
l ) t RE 4 f 

Estimated on the assumption that the percentage of tl roperty tax levied on real estate is the same as 
the percentage of the assessment roll represented by real ¢ 

It is impossible to compare tax rates on full value of taxable property for these 
vears because of the inadequacy of available data It is possible, however, to 





i I 

compare rates on the potential property tax base, assuming this to be the total of 
national wealth. Between 1932 and 1948 the ratio of total general property tax 
revenues to the national wealth was cut in half; and the 1948 ratio was only two- 
thirds of that for the earlier period of prosperity—1928 and 1929. The earlier 
demands for tax relief to property owners would appear to have been granted 
Investigation of the trends in more detail reveals the fact, however, that relief 
as been uneven. ‘Taxes have increased more slowly in States with stringent tax 
limits than in those without, and there are regional trends which do not appear 





to be accounted for by specific ke lation Between 1930 and 1950 per capita 
taxes increased nearly one-third in the Northwest and decreased slightly in the 
Far West. Using the ratio of taxes to income as a test, the reduction in the New 
Kngland States between 1930 and 1950 was less than one-third, whereas in the 
Southeast it was more than two-thirds. Also, the growing list of exemptions has 
reduced or eliminated the tax burdens of many individuals, while their neighbors 





have obtained little or no reduction 

There is considerable evidence that assessment methods have improved in 
recent years, and inequalities in assessment appear to have been reduced, although 
are still very great. However, the growi 
ous inroads on the tax base and concentr: 
benefited by tax concessions 

The average tax rate on assessed value was higher in 1950 than in 1930, but 
assessed values have not kept pace with wealt! The usual 
behind market values has been accentuated by the fact that the rise in real estate 
values has been much sharper in recent years than in the prosperous years of the 
late 1920's 

Continuing complaints that propertv taxes are unduly heavy can be attributed 





g list of exemptions has mad 






dd the burden on property owners not 
pro} d 





ag in assessments 








in some measure to force of long habit, but in some instances they are due to 
inequalities in assessment that still prevail. And in some instances they are due 
to the growing exemptions that pyramid the tax levies on an ever narrowing base. 
Complaints of excessive tax not due to any overall increase in the tax 
burden in terms of the potential ( In fa the recent lag in a 
should provide a substantial margin in many areas for increased levies even with- 
out restoring exempt prope! » the tax rolls Ar such increases will, however 
make further improvements in assessment performance of even greater urgency, 
and if the loeal authorities of many States are to obtain substantial further 


revenues from the property tax, it will be important also to reconsider policies 
of property tax exemption 
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Mr. Osmers. Probably the statement made would be true on a 
national basis. It would not be true in my own State. Many other 
States have instituted additional forms of taxation which have had 
the effect of keeping the property tax rather level while in New Jersey 
we have not, and consequently our property tax has approximately 
doubled in the last 10 or 12 years. 

Mr. Demine. Yes; only last evening I was considering Miss New- 
comer’s statement and as in your case, I could only think in cases of 
particular municipalities and it occurred to me on a national level 
that might be so but there might be a number of local examples that 
would certainly be not quite in line with her national statement. 

Mr. Osmers. | have no further questions at this point. 

Mrs. Harpen. Mr. Brooks? 

Mr. Brooks. I might ask you, Mr. Deming, a question with 
reference to your statement about the Federal defense installations 
which do not pay any taxes. I wonder if you have available and have 
you had compiled some statistics with regard to the payments in lieu 
of taxes made by many Government defense agencies? 

Mr. Demrinc. I do not have that information here this morning. 

Mr. Brooxs. Have you considered that and have you gone into it 
and do you know that such things are done? It was not mentioned 
in your discussion. 

Mr. Demina. Oh, yes. We are aware that some Federal activities 
do make payments in lieu of taxes. However, I think it is the case 
that there is no consistency in the pattern of pay in lieu. 

Mr. Brooks. Are you also familiar with the fact that Federal 
holdings, like the national forests, of which there are some in my 
district, pay 25 percent of their gross revenues to the counties? They 
pay no taxes but that amounts to more than the taxes paid in some 
cases by similar properties privately owned. 

Mr. Demina. Yes, I am aware of that national forest program. 

Mr. Brooxs. I am wondering if we tax all the Government plants 
on all real and personal property, and thereby increase the cost to 
the Federal Government by way of these taxes, would you not 
increase substantially the cost of your national defense? 

Mr. Demrinc. We are prepared to say yes to that question federally, 
but we are also prepared to say that the cost would be evened out 
across the entire tax base of the Nation rather than coming to rest 
in this particular community that happens to be a center of defense 
industry. 

We are not at all convinced that the total cost to the Nation in its 
total paying ability would be any greater. We simply say that it 
would be leveled out across the Nation. 

Mr. Brooxs. Do you think if they paid another one-half billion 
dollars in taxes that it would be leveled out across the Nation and 
you would collect it throughout the Nation and the Federal Govern- 
ment would pay it out in increased costs to its communities from which 
it collects these taxes? 

Mr. Deine. Yes. 

Mr. Brooks. I thought we were trying to eliminate that to some 
extent. I wonder if in your study of the tax problem of the munici- 
palities, counties, and other political subdivisions if your organization 
had ever considered the practical aspects of the matter, a recom- 
mendation along the line of an evaluation study by an evaluation 
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engineer with a study to equalize the tax burden borne by the small- 
home owner, along with the major property holders and industrial 
plants. 

Mr. Denia. I am not sure that we have taken a strong organiza- 
tional stand on this. On the other hand, I am sure that the question 
of equalization of the tax burden as among the several types of tax 
owners is one of the problems that has occupied the attention of proba- 
bly not only the majority of the Nation’s municipalities but also of the 
State regulating agencies which have to do with local taxation. 

There is one fact here, however, in terms of property tax that can- 
not be wholly avoided, and that is that in the Nation over; probably 
industry does pay more property tax than does realty in terms of 
homes and that sort of thing. 

Mr. Brooks. And relatively owns more to tax. 

Mr. Deminea. Pays more in taxes, not in terms of heavier rates but 
in terms of concentration of value of property. 

A point I would like to bring up in that connection is a study of a 
city in Wisconsin and I cannot recall at the moment which city 1t was 
but they surveyed the tax question there I think a year ago and came 
up with the conclusion that some 60 percent of the returns from the 
property tax in that municipality was coming from property tax paid 
by industrial property. 

Mr. Brooks. The total amount is not what we are concerned with, 
but I was discussing the equality of it. If the industry owned 60 per- 
cent, in point of value of property in the municipality, then naturally 
they would be expected to pay 60 percent of the tax. Primarily that 
is not a Federal problem of course but I was wondering if your organi- 
zation had discussed it because it certainly seems to be a very fertile 
field for work. 

Next I wanted to commend my colleagues on this committee, not 
just Mr. Pilcher but Mr. Meader and Mr. Osmers. 1 enjoyed very 
much their comments and particularly appreciated Mr. Osmer’s posi- 
tion and I had an opportunity to glance at Mr. Halleck’s prepared 
statement where he pointed out, and I will quote: 

Recent years have marked a growing awareness of the problem presented by 
the jungle of overlapping authorities, tangled jurisdictions, and wasteful duplica- 
tions which have developed in the past two decades. 

We have mentioned one and I picked that particular sentence. 
Then Mr. Halleck goes on to say: 

Only those who advocate the totalitarian form of government would advocate 
the outright abolition of the States. No one in publie life would dare openly to 
take such a position. But there are, in and out of government, persistent advo- 


cates of any number of specific proposals for the further extension of Federal 
activities and controls, which rob the States of their essential powers. 


Then he goes on following that: 


But the inevitable end result of the process is the creation of a huge Federal 
bureaucracy, totalitarian in effect if noti n form, with the loss of individual rights 
and liberties. The inevitable end result of the centralization process is a govern- 
ment by men, by propaganda, a government arbitrary, wasteful, and extravagant. 

I agree with Mr. Halleck and have an absolute abhorrence of such 
things and I think that the creation of this Commission would do just 
exactly that. It would be encouraging the duplication, and wasteful 
overlapping. It is not going to do as much as this committee is 
already empowered to do and I feel that Mr. Meader’s observation 
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reflects clearly that this Commission will have less power than this 


committee because this committee’s powers, as he read them to you 
out of our rules, would certainly embrace all of the subjects proposed 
to be covered by this Commission and I am wondering if you do not 
agree that our committee could do the job just as well without dupli- 
cation, waste, the creation of another bureaucracy, another commis- 
sion and another bunch of experts. 

\fir. Demina. I would again repeat my feeling that a broad-based 
commission would be extremely worth while, and I would also come 
back to Mr. Meader’s conclusion that the Congress is not as apt to 
provide this committee with the funds for that sort of work as it will a 
commission That if funds of the same order could be provided, then 
likely within the frame of reference of this committee a similar type of 
work could be done. 

On the other hand, I cannot help being persuaded by the practical 
view that funds are a factor in the amount of work that can be done, 
whether by this Commission or by the committee itself. 

Mr. Brooxs. Funds would, of course, be a factor but don’t you 
think that the position of your organization might have been in the 
interest of saving both time and money and lessening of duplication 
and waste by having them advocate that this committee continue its 
present studv and do the job that it has been set out to do. 

In other words I feel why doesn’t vour organization encourage the 
committee and encourage Congress, write all the Congressmen and 
through your usual mediums of information, get them to appropriate 
sufficient money to do this job. Surely if they won’t do it then you 
have a problem, but the elected officials of this Government are the 
ones who are most sensitive to public opinion and I think they are less 
likely to do anything wrong and more likely to understand the prob- 


lems of our home counties and States and school districts and water 
districts. I cannot conceive of this body, of those whom you represent, 
the municipal groups, encouraging duplication and waste just be- 
cause you think you can spend more money easier with a new commis- 
sion. That is what I do not understand. 

What is your personal opinion about that, the board of directors, 
the people you associate with? 

Mr. Deminc. Well, at the cost of repetition, I would have to say 
again that the organization has favored the creation of a commission 
of this sort year by year in its resolutions over the past 5 years. 

Mr. Brooks. You are still with them. One more question and | 
will not trouble you any longer. In the event that they are definitely 
going to set up such a commission or can do so, don’t you feel that in 
the interest of results, that is legislation, rather than reports, such a 
commission would be better organized and would do a better job if 
it were more bipartisan in nature, particularly in view of the fact that 
no particular political party has a leasehold on the Congress, the 
House or the Senate. 

Mr. Demina. I am sure that we would be agreeable with a com- 
mission that was bipartisan in nature. I am not sure just how to spell 
that out. My offhand guess is that once the Commission is appointed 
and the tally taken, it may very well prove to be bipartisan. 

Mr. Brooks. You have more knowledge of the way these things 
develop but we have more scars. I have no further questions. 

Mrs. Harpsen. Mr. Pilcher. 
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Mr. Pitcner. I want to say one word and I want to concur with 
Congressman Osmers over there. There is a large percent of this 
Congress that is elected that has served as councilmen, mayors, served 
on the board of education, in the State legislature, the State senate, 
and most of us have some of these different plants in our towns. I 
believe we boys can sit down and talk to our mayors and the chairmen 
of our board of commissioners and get more facts than that Commis- 
sion or any commission you can set up. There are certain things that 
are not right that need correcting, but why haven’t we got the guts 
to get up and pass a bill and give relief if it is necessary. If it is 
wrong, next year they will be up here. We can change it and we are 
certainly going to look after our constituents back home. And when 
we say that we haven’t got enough sense to investigate conditions in 
our own section and we have got to name a commission, we had better 
let the Commission run Congress and go back to plowing and running 
fertilizer plants. 

I have got a military base and 3 or 4 airfields out there. But if 
it is wrong we have got lawyers, I think, on this committee who can 
draft a bill and change things and if it is wrong next year we will 
change it back, but we are going to set up a commission here and 
then about next April or May we are all going to get started in another 
political race and then the Commission will not report back until 
1955 and we don’t know who is going to be here then. and it will be 
just another big expense on the Government and another commission, 
and for my part I am not voting for any commission or bureau. 1] 
am against it. 

Mrs. Harpen. Do you have any questions, Mr. Ward? 

Mr. Warp. No questions at this point. 

Mrs. Harpen. Mr. Meader? 

Mr. Merapger. One more question occurred to me relating to a 
technical matter. I notice that the staff of the Commission is to 
be governed by the civil-service and classification laws. I see on 
H. R. 4406, Mr. Halleck’s bill, on page 5, section 5 (d) it says: ‘The 
Commission may appoint and fix the composition of such employees 
as it deems advisable in accordance with the provisions of the ervil- 
service laws and the classification laws.”’ 

This Commission is required to act promptly. It must file its 
final report by March 1, 1954. Prior to that time it must file reports 
upon the request of the President or the determination of the Com- 
mission. Wouldn’t civil-service and classification laws hamper them 
in acquiring a staff rapidly? 

Mr. Demina. My understanding is, and Mr. Ward can correct me 
if | am wrong, that this is a general provision that occurs in measures 
of this sort. I notice under subparagraph (e), or rather Mr. Ward 
calls my attention to it, the provision was that 

The Commission may procure, without regard to the civil-service laws and the 
classification laws, temporary and intermittent services to the same extent as is 
authorized for the departments * * *., 

Mr. Meaper. I want to make an observation on that point. I 
know the Hoover Commission had this same provision, namely, that 
the civil-service and classification laws must be observed in the ap- 
pointment of the staff. I presume the other section you just quoted 
relates to this so-called task-force technique. I would like to enter a 
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general statement here that I have some misgivings about the task- 
force technique. I would rather see the staff people under the direct 
control of the Commission. I also would like to see the Commission 
operate through public hearings giving an opportunity for presenting 
their views to those who want to be heard and who have something to 
contribute. I believe it is unnecessary to require the Commission to 
follow civil-service laws in acquiring a staff which, of necessity, must 
have only temporary employment. I think they should have full 
freedom to employ the people who are the best and most capable they 
can employ without being bound by the redtape of civil-service pro- 
ahaa Do you feel it is important to have the staff of the Com- 
mission acquired under civil-service procedures? 

Mr. Demina. I am afraid that my knowledge of civil-service pro- 
cedure is not sharp enough to offer a very intelligent observation on 
that particular point. Certainly I would agree that if this Comimssion 
is created and it is to do its work within the space of 1 year, then the 
staff which is to do the work is going to have to be acquired with some 
dispatch. At best at this point the Commission has about 9 months 
in which to do its work and if substantial numbers of even the lesser 
employees were to be bogged down by a slow recruitment process, 
then undoubtedly the work would be held up considerably. 

Mr. Meaper. Technically, if civil-service laws and procedures are 
to be followed you have first to create the positions, make job des- 
criptions for them, and then you have to hold examinations properly 
advertised, inviting everyone who is interested and affording an equal 
opportunity to appear and take the examination. It seems to me 
that by the time you are through doing that your 9 months are pretty 
much gone by if you do it properly. If you do not follow merit 
principles then civil service is merely a sham. 

Mr. Demina. Just for a point of information, Mr. Ward, you worked 
with the Hoover Commissicn and I wonder if this provision is designed 
as much as anything else to protect those persons already in the civil 
service who may find themselves employed for a time with a commis- 
sion of this sort. 

Mr. Warp. I believe the point involved in section (d) is that “such 
— es,’’ does not mean all employees are to come from civil service. 
And a great many of the people they get may be transferred on a 
ssieibauats le basis from another agency and paid while they are on 
this temporary assignment. It is difficult to hire the kind of people 
needed for a short job like this, whereas ordinarily some people can 
be brought in on a reimbursable basis. 

The other provision was put in in section (e) that they can hire 
experts and consultants and various firms of experts w ithout regard to 
civil service. 

‘That is section 15 of Public Law 600 gives that authority. I might 
say, however, Congressman Meader, that ex-President Hoover raised 
the same point you did as to the hiring of these {people, and the sub- 
committee may want to consider changing that language. 

Mrs. Harpen. Were you finished, Mr. Ward? 

Mr. Warp. Yes. 

Mrs. Harpren. Could you state briefly what is the position of the 
American Municipal Association as to the Brown-Ferguson bill, 
S. 106 and H. R. 992 on a commission for reorganization? 





wa 


ESTABLISHMENT OF COMMISSIONS i9 


Mr. Demina. I am not sure that our organization has a stated 
position on this particular measure, and anything that I might say is 
a statement more as an individual than as a representative of the 
organization, although I do not think that the organization would 
probably write off as not their position what I might say. 

Our feeling on S. 106, the Brown-Ferguson proposal, is that we 
would hope that if the Brown-Fe rguson commission were created and 
that the commission anticipated by the Halleck measure were created, 
that the work of the two could be coordinated. Certainly we cannot 
see that any good purpose would be served by a duplication of func- 
tions as between those two commissions, and we would also hope that 
the commission’s work might be mutually complementary. We are 
of the opinion, I think, that the Federal establishment has many points 
of contact with the State and local governments and we cannot quite 
see how the Brown-Ferguson commission could work without coming 
into contact with those functional points at one place and another. 

For example, in the Coast Guard, in the carrying out of its functions 
with regard to yards and docks, it comes into contact with the munici- 
pal government rather frequently in the inspection of municipal ports 
and that sort of thing. It is a functional area in which it would be 
pretty difficult to divorce itself completely from the area of inter- 
governmental relations. 

So we would hope that these two commissions, if both were created, 
would be mutually complementary. On the other hand, we do feel 
that possibly the best interests would be served if subparagraph 6 of 
section 1 of S. 106 were perhaps left to the commission which is antici- 
pated by the Taft-Halleck proposal. Also subparagraph (5) which 
eliminates nonessential services, functions, and activities which are 
competitive with private enterprise and subparagraph (6) which defines 
the responsibilities of the officials, which is rather specifically the 
framework of the Taft-Halleck proposal. 

Mrs. Harpen. Was that done in the bill that passed the Senate? 

Mr. Demina. You mean S. 1514 or S. 106? 

Mrs. Harpen. 8. 106. 

Mr. Demina. I am sorry, I cannot answer that question. Mr. 
Ward called my attention to the fact that that was left out in the 
bill that passed the Senate. That being the case, that is in line then 
with our suggestion here that that particular part be left out. Does 
that answer your question? 

Mr. Harpren. Yes. Thank you, Mr. Deming, for coming and for 
the splendid manner in which you expressed your own views and 
those of the organization which you represent. 

Mr. Mraper. Could I ask one more question, Madam Chairman? 

Mrs. Harpen. Yes, certainly. 

Mr. Meaper. Did | understand that the bill introduced by Senator 
Humphrey, 8. 788, covers the practice of transferrmg personal prop- 
erty in industrial use to the Federal Government to avoid local 
personal property taxation? 

Mr. Demina. S. 788 as it is now written does not cover this question 
of local taxation. S. 788, as I remember it, treats of personalty, re- 
stricts personalty to machines which are attached to a foundation or 
base or something of that sort, while in many of our States that 
type of machinery would not be classed as personalty at all. It 
would be classed as real property. 
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5. 788 as it is now written does not take into consideration the 
question of the personalty in the form of raw materials, or goods in 
f manufacture, and that sort of thing. Their definition of 
personalty is a fairly restrictive one and to that extent does not antici- 
pate this whole problem that we speak of. 

Mr. Osmers. If I might interrupt, I would like to say that there is 
a bill in preparation that I believe will be a considerable improvement 
over 5S. 788 that will cover both the phases of personal and real 
property, | believe. 

Mr. Mraper. Mr. Deming, has your organization drafted any 
suggested legislation to cover local taxation of real estate, title to 
which has been transferred from a Government corporation to the 
Federal Government itself, or the transfer to the Government of title 
to personal property that ought to be taxable in the hands of contrac- 
tors manufacturing defense items? 

Mr. Deminc. We have not drafted any formal legislation. We 
have outlined a few ideas we have with regard to S. 788. I do not have 
a copy of that with me, but, certainly, we can provide you with copy 
of that. We could provide you with a copy of those ideas. We have 
not attempted to formalize it in statutory language. 

(The information requested is as follows:) 


process oO 


Following are mv comments on 8. 788 (Humphrey) a bill establishing a general 
policy and procedures with respect to payments to State and local governments on 
account of Federal real property and tangible persona] property, and for other 
purposes 

Reference: Section 3 (e): The definition of ‘‘Federal tangible personal property’ 
is unduly restrictive. As the definition is now written, relief could not be provided 
under this bill for municipalities with industries enjoying Federal defense contracts 
which allow small tools goods in process of manufacture, stockpiles, and the like, 
incidental to such defense contract to be exempt from local taxation, 

Reference: Section 101 (b): We have serious reservations concerning the deter- 
mination of the amount of payment by the owning agency. Evidence indicates 
that greater equity would be assured if joint determination of value by the owning 
and taxing agency could be provided. This provision would not be out of line 
with informal practice currently carried out by local taxing units and major 


industrial plants 


’ 


Reference: Section 101 4 7): The bill does not establish what authority shall 
determine that the level of local governmental services is adequate. Would the 
Federal owning agency determine such adequacy, or would commonly accepted 
standards apply? Does this section imply an eventual Federal supervision of 
local funetions insofar as standards, particularly maximum standards, are con- 
cer! ed? 

Reference: Appeal provisions: The bill as drafted provides no appeal from the 
initial determination by the owning agency. We feel that this is a serious omis- 
$101 As @ minimum, we would suggest appeal to the Court of Claims as an 


appropriate safeguard against capricious action 

I hope these few remarks will be helpful. If formal hearings on 8, 788, or similar 
legislation, are held, we would like to appear. 

GrorcE H. Deming. 

Mrs. Harpen. Is that all? 

Mr. Meaprer. Yes. Thank you. 

Mrs. Harpen. Senator Taft had an appointment at the White 
House and plans to appear later. 

Senator Hendrickson had planned to come before but had a con- 
ference. 

Mr. Halleck will be here on Thursday. 

At this point I should like to insert in the record a letter from 
Hon. Herbert Hoover. 


(Letter from Herbert Hoover is as follows:) 
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NEw Ye K 22 N \ , 5 
The Honorable Ceci, M. Harpen 
Chairman, Intergovernmental Relatio Sub ft 
Comn tee on Govern nl Oneratior Has nator ry ¢ 

My Dear Mrs. HaRpen: I have your letter requesting my views upot 
posals for the establi hment of certain con } 10! to report upon vari phase 
of Government reorganizatior 

As vou know, there are two different commissions proposed for tw 
purposes One is now entitled a B to | ub a ( ni on f 
Governmental Relations,’? H. R. 4406, S. 1514, introduced by Senator Taft and 
Congressman Hlallee! and whie were l tica en intr vd eed 

The other proposed Commission for quite different purposes the Fer 
Brown bi S. 106, H. R. 992, entitled ““A Commission on Reorganizatio f 
Executive Branch of the Government I mention } in order that the 
proposals should not be confused 

In this letter 1 am dealing with your inquiry as to the proposal for the ( 
mission on Governmental Relations, that is H. R. 4406—-S. 1514 


S. 1514 has been amended and reported out by the Senate committee on May 4 
In my opinion, H. R. 4406 provides a possible method of finding the answers 
to two problems inherent in our Federal svstem: How State and local responsi 
bilities can be reestablished And, at the same time how shall the Federal (iON 
ernment provide the services which people increasingly demand? 
The amendments adopted in committee to 8. 1514, the companion bill in the 
Senate, seem to me to be improvements which should also be adopted bv the 
House. They include: 
The change of name in the interest of clarification: 
A desirable broadening of the Commission’s powers in section 3 (a); and 
Specific mention of the present acute problem of intergovernmental tax 
Immunities, 
No:doubt your committee will have further suggestions in view of the large number 
ef bilis on this subject pending in the House. 

While the proposed membership of 25 seems unwieldy, it is probably desirable 
in order to obtain adequate representation of State and local officials. TI 
power of the President to appoint members without being limited by political 
party considerations is advisable. 

The Commission on Organization of the Executive Branch of the Government 
made five recommendations in this field. 

Recommendation No. 1 to determine which functions and activities of govern 


ment can be most advantageously operated by the various levels of government 


and which require joint policy making, financing, and administration, is covered 
by section 3 (a) of the amended Senate bill 

Recommendation No, 2 to leave to the States adequate resources from which to 
raise revenue to meet the responsibilities of local and State governments is covered 
by paragraph 3 (b) of the amended Senate bill. 

Recommendation No. 3 that all grants-in-aid which are given to State govern- 
ments directly be budgeted and administered on the Federal and State levels as 
are other Federal and State funds is not specifically covered but could be considered 
under the language of paragraph 3 (b) of the amended Senate bill rhis is also 
the case as to recommendation No. 4 as to the systematization of grants-in-aid 
plans and programs. 

Recommendation No. 5 was that the proposed Commission be a continuing 


agency As to this, a decision can well be made after the Commission has sub- 
mitted its report. 

I have two further comments The Commission on Organization of the Execu- 
tive Branch of 1947 found it desirable to have the power to choose its staff without 
regard to the civil-service laws. Also we found it useful in several instances to 
engage management engineering firms You might wish to consider adding these 


two provisos. 

As to the Ferguson-Brown bill on reorganization of the executive branch of 
the Government, that is, 8S. 106-H. R. 992, I received a request from Chairman 
Hoffman to give my views upon it laving already sent such a report to the 
Senate committee | am sending you herewith a copy 

Yours faithfully 
HerRBERT HOOVER 


(A telegram from Hon. Herbert Hoover to Senator Joseph McCarthy 
follows: ) 
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Pelegram (Fast Day letter)] 


New York Criry, April 13, 1953. 
Hon. Josern McCarrnay, 
United States Senate, Washington, D. C. 








My Dear Senator: I have your telegram requesting my opinion and sug- 
gestions upon bill S. 1514 introduced by Senator Robert Taft, and bill S. 106 
introduced by Senator Homer Ferguson and Congressman Clarence Brown. 
Both bills relate to further investigation looking to reorganization for economy 
and efficiency in the Federal administration. Both bills are of great importance. 

Senator Taft’s bill provides for an investigation of Federal and State relations 
as to taxes and other important subjects 

The Ferguson-Brown bill looks to the reestablishment of such a commission 
on organization of the executive branch of the Government as that over which I 
presided from 1947 to 1950 with powers to investigate and recommend policies 
as well as administrative methods. That former Commission was unable to 
report on policy questions, 

A third phase of the reforms in Vederal administration before your committee 
are the several “‘plans’’ being laid before the Congress by President Eisenhower. 
These “plans’’ are along the lines of the recommendations made by the Com- 
mission on Organization of the Executive Branch of the Government which 
have not been hitherto enacted. 

There is, therefore, some overlapping in these bills and ‘“plans’’ which, if 
seems to me, should be planed out by the committee. 

There are three vitally important areas which have never been adequately 
investigated and cannot be investigated except by adequate authority from the 
Congress and in which adequate technical assistance is provided. They badly 
need exhaustive consideration by commissions in which the Congress and the 
administration and public members are represented. These areas are: 

1. An investigation as to Federal-State relations as provided by Senator 
Taft’s bill (S. 1514) 

2. An investigation of the Federal business enterprises in competitive with 
private enterprises; and 

3. An investigation of all forms of Federal aid to the aged with recom- 
mendations designed to make them more just and effective; to save waste; 
to simplify their operation, and to avoid administrative duplications with 
the States 

The Ferguson-Brown bill (S. 106 and H. R. 992) covers the last two areas. 

In order to avoid overlap with the President’s ‘‘plans’”’ and the Taft bill pro- 
posals, I suggest that the Ferguson-Brown bill be especially directed to the Federal 
business enterprises and the aid for the aged. There might be some provision 
for subjects later indicated by the Congress or the President. 

I believe the Taft bill and the Ferguson-Brown bill (thus modified) should both 
be enacted. The Taft Commission should be kept separate from the Ferguson- 
3rown Commission as they involve a membership and technology which should 
not be confused. 





HERBERT Hoover. 
Mrs. Harpen. We have present Mr. Francis V. Keesling, Jr., who 
is representing the mayor of San Francisco. Mr. Keesling would like 
to make a brief statement if you gentlemen of the committee do not 
object. 


STATEMENT OF FRANCIS V. KEESLING, JR., REPRESENTING THE 
MAYOR OF SAN FRANCISCO, CALIF. 


Mr. Keesiina. I can be very brief. Madam Chairman, I want to 
compliment the committee for the very astute questioning that 
went on. 

We in San Francisco have felt that there should be an intergovern- 
mental relations commission of some sort set up and therefore we have 
been in favor of S. 1514. However, some of the questioning that has 
occurred here this morning which I listened to with a great deal of 
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interest makes me raise the point that obviously it doesn’t make any 
difference who does the work provided the right results are obtained. 

My thinking has been that perhaps a commission such as provided 
by S. 1514 might be helpful to your committee rather than being a 
duplication, if it were properly set up and worked out properly. It 
might even be that your committee would want, by way of legislation 
or by way of your report, to indicate certain subjects which you would 
want the Commission to give prior attention to and re port back sooner 
than 1954 or 1955. 

On the other hand, it occurred to me that the Commission certainly 
should have full powers to go into anything in this whole field, and in 
that regard certainly subpena powers and certainly the powers to go 
into the tax angle, but I hastily say that we would prefer not to give 
it the power to go into the matter of removing the exemption of munic- 
ipal bonds from Federal taxation. In that respect we agree with the 
United States Conference of Mavors, and I see that Harry Betters is 
here representing them. ‘They have been quite properly concerned 
over that phase of it. 

| believe that Senator Taft and some members of this committee 
have been quite properly concerned about not proceeding with certain 
phases of the subject of payment in lieu of taxes soon e ough. the re 
is no reason why this committee should not go right into that subject 
in connection with the bill that was mentioned by Mr. Osmers. San 
Francisco, for a number of years, has been urging that proper study 
and action be taken as soon as possible on that subject. It is very 
heartening to hear the comments of the members of this committee 
this morning on that, and I certainly would recommend that this 
committee, without regard to any broad authority given to the Com- 
mission under S. 1514, immediately consider the subject not only on 
this particular phase of payment in lieu of taxes but also the overall 
phase of it. That subject has been gone into in great detail by all 
organizations, and whatever additional information is necessary I 
believe that this committee could go into and obtain. 

By the same token I do not believe you should limit the authority 
of the Commission to prevent it from covering those fields which are 
not in the meanwhile covered by legislation. | do not believe that by 
giving this Commission broad authority that would in any way pre- 
clude your committee from going into any subject it desired and I cer- 
tainly would urge that it do so and, as it proceeds, have this Commis- 
sion working for your committee on a properly integrated fasis. 

Again may I say that we recommend that you do take immediate 
action on not only setting up the Commission but also on these other 
subjects that should and can be the subject of immediate legislation 
I just want to say that I appreciate this opportunity of being here and 
appearing before you. 

Mrs. Harpren. Do you have any question, Mr. Meader? 

Mr. Muaper. Well, I would like to thank Mr. Keesling for that 
statement, particularly his observation that the city of San Francisco 
might well reconsider its position in the light of the committee’s dis- 
cussion this morning. I would like to say that, much as | join with 
my colleagues in principle, this may be a condition that we face and not 
a theory and I recognize the practical realities of the management of 
the House of Representatives and have no confidence that the House 
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Administration Committee will give this committee anything like 
$1 million to conduct that study while they are perfectly willing to give 
that amount to any independent commission, and I cannot for the life 
of me explain the reluctance of Congress, to explain my own views, 
because | still contend that the facts need to be nearest where the 
decision is made, 

Mr. Kersirnc. | want to make it very clear that San Francisco 
favors the enactment of S. 1514 and the setting up of the Commission 
because we cannot help but agree with the previous comments here 
today and your last comment that while we have no objection to 
any means of accomplishing this, whether it be the Commission or the 
congressional committee or what, we believe from the practical 
standpoint, particularly in the light of past situations that the funds 
have not been made available so that you can have all the necessary 
funds to go into this subject. Also, I understand this committee has 
some terrifically important functions in a vast number of subjects, 
including reorganization of the Government and all that, and it has 
been my belief that the Commission under 5. 1514 could cover a 
number of the details which perhaps you people would not neces- 
sarily want to spend all your time on. That has been our thought 
about it, so we definitely feel that the Commission should be set up, 
but we feel that there are some subjects which this committee can 
start legislation on immediately, such as the payment in lieu of taxes. 

Mr. Mraper. | think the record should show that there may be 
some doubt about our committee’s jurisdiction to report out legisla- 
tion authorizing States and municipalities to tax Federal property. 
That lecislation might, by the speaker, be referred to some other 
committee 

Mrs. HArpEN. Do you have any questions, Mr. Osmers? 

Mr. Osmers. No. I think Mr. Keesling made a fine statement. 

Mrs. Harpen. Mr. Ward, do you have a question? 

Mir. Warp. I would like to ask this: The subcommittee has had 
a good deal of correspondence from commercial operators in the 
San Francisco area complaining about the Government participating 
in commercial-type activities. Has that come to your attention? 

Mr. Keresuine. Just generally, but 1 will be happy to check into it 
further. 

Mr. Warp. The tugboat operations of the Navy and the coffee- 
making and the manufacture of paint 

What impact do they have on the local tax structure? 

Mr. Kexstinc. We believe it has not only an impact on the tax 
structure but that whatever can be properly done by private industry 
in the area should be done We do believe that there are instances 
where perhaps some of the Government functions and facilities are in 
direct competition with private industry, but I do not have the details 
on it. If you desire me to do so, I will submit a statement after I 
have acquired more information, which I believe can be readily made 
available, and I would like to have the opportunity of discussing it 
with this committee or, in the interim, with Mr. Ward if the com- 
mittee so desires. 

Mr. Warp. The subcommittee will have hearings on the subject 
shortly, within the next few weeks, and we would appreciate your 
statement. 
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Mrs. Harpren. Yes, we would be very glad to have it. Do you have 
a prepared statement for the record this morning? 

Mr. Kexsiine. No, I came here as an observer, but in view of what 
I had heard I took the opportunity of making a few comments which 
might clarify the situation in view of listening from the side to the 
discussion and questions. 

Mrs. HarpEen. We appreciate your coming. Thank you 

Referring to your comments, Mr. Meader, with reference to the 
employment of civil-service personnel, I would like to read to you 
one paragraph from Mr. Herbert Hoover’s letter on that very subject. 

He said: 


I have two further comments. The Commission on Organization of the Execu- 
tive Branch of 1947 found it desirable to have the nower to choose its staff without 
regard to the civil-service laws. Also, we found it useful in several instances to 
engage management engineering firms. You might wish to consider adding 


these two provisos. 


Are there any further questions or does anyone have anything to 
add? 

If not, the subcommittee will recess until 10 o’clock tomorrow 
morning in this room, 1501 New House Office Building. 

(Whereupon, at 12:09 p. m., the hearing was recessed until 10 a. m, 
Wednesday, May 13, 1953 





COMMISSION ON INTERGOVERNMENTAL RELATIONS ANp 
COMMISSION ON ORGANIZATION OF THE EXECUTIVE 
BRANCH OF THE GOVERNMENT 


WEDNESDAY, MAY 13, 1953 


House oF REPRESENTATIVES, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 10:00 o’clock, a. m., 
in room 1501, New House Office Building, Hon. Cecil M. Harden, 
chairman of the subcommittee, presiding. 

Present: Mrs. Cecil M. Harden, chairman of the subcommittee, 
George Meader, Frank C. Osmers, Jr., Jack B. Brooks, and J. L, 
Pilcher. 

Also present: Ray Ward, staff director, L. T. Mahurin, staff 
member, and Jane E. Morgan, clerk. 

Mrs. Crecrn M. Harpen (chairman of the subcommittee). The 
meeting will come to order and the clerk will call the roll. 

The clerk called the roll and the following members answered to 
their names: Mrs. Harden, Mr. Osmers, Mr. Brooks, Mr. Pilcher. 

Mrs. HarpEN. We are honored to have here with us this morning 
my esteemed colleague from Indiana, the majority leader of the 
House, ( ‘ongressman ¢ ‘harles Halleck, the author of the bill H. R. 4406, 
which we have under discussion. 

Congressman Halleck, will you please proceed. 


STATEMENT OF HON. CHARLES A. HALLECK, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF INDIANA 


Mr. Hauieck. Thanks, Mrs. Harden, for recognizing me. I am 
sorry I wasn’t here yesterday morning. I had presented a statement 
which I see you put in the record. We were delayed in our conference 
at the White House longer than I thought we would be, and hence it 
was impossible for me to be present. 

I did think it advisable, however, to get here this morning, to sup- 
plement some of the things that I had in the statement yeste rday, and 
also to respond to some suggestions or questions that were raised 
during the course of the hearing. 

I might say, parenthetically, ‘that while I have been in C ongress 19 
years, ‘I think this is the second public proposal that I have ever 
introduced, and if it comes to passage, as I am sure it will, it will be 
the second one which I ever got through. I had a bill once to increase 
the number of the directors out at St. Albans from 15 to 30, when 
my son was in school out there, so I say this is quite an experience 
for me to have my name on this bill. 

87 
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However. as vou understand, the bill was intoduced in the Senate 
by Senator Taft, and by me in the House, and I think primarily we 
wanted it understood that this is a very important matter as far as 
we are concerned, as far as the administration is concerned, and we 


want to give 1t every possible consideration that we can. 
Now, 1 know there are a number of witnesses who want to appear, 
and | am not going to unduly delay the proceedings I might suggest, 


however, that the Commission is expected to make its report by March 
1, 1954, which is something _ than a year away, oll so I think there 


is a reasonable urgency for rather expediti us action. 
Now, as my statement ateniec indicated, this interest of mine 
goes back along way. It began to develop as I saw the headlong rush 


to the centralization of power and authority of tax collecting and 
spending in Washington. I became convinced that that headlong 
rush had to be slowed down, which is not to say that thee are not 
many things that are Federal and must necessarily continue to be 
Federal. There will be progress in that direction, but I think we 
have moved pretty fast and pretty far, and that we needed a complete 
restudy of the whole matter. 

Public interest began to develop back as early as 1947 when, as my 
statement indicated, | went with Senator Taft to a convention of 
the California State Bar Association and discussed there, on a panel 
with Senator Murray, of Montana, and Congressman Madden, of 
Indiana, this very pompontion. 

I also spoke of it at a Pennsylvania society dinner in New York 
in 1947, where by ae a coincidence the man awarded the medal 
of the year by the Society was the then General Eisenhower. He 
evidenced a very great interest in this whole problem, and it has been 
of continuing interest to me to recollect that on the occasion of my 
address there, on this very subject, he spoke to me saying that in 
his opinion it was one of the fundamental problems before the whole 
country. 

I think that the accomplishments of this Commission, the things 
that may be done in this field may well go down in history as one of 
the great accomplishments of this administration. I say it is im- 
portant, and deserves to be treated as important. 

Now, without undertaking to interject any politics, because I 
might say to some of my friends who sit on my right, in respect to 
State and local responsibility, on occasion it has seemed to me in 
recent years we Republicans and Democrats have to some extent 
fought ourselves into one another’s overcoats. ‘There have been 
times when I thought possibly the Republicans were more cognizant 
of the desirability of continuing State and local control and responsi- 
bility than some of our very good friends on the other side of the aisle. 

$e that as it may, it is true, as I pointed out in my statement, 
that the Republican Declaration of Principles and Policies adopted 
by the Republicans of the House and Senate in 1950, and concurred 
in by the Republican National Committee, of which you, Madam 
Chairman, are a member, as well as a member of the House, con- 
tained a specific provision for this very sort of a study. 

That was carried over into the national platform in 1952, and was 
very much spoken of through the campaign, so I say it has been a 
matter of very considerable development. 
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I think it is also significant that in this very field, the Democratic 
candidate, Mr. Stevenson, likewise urged the importance of the return 
of great segments of responsibility and authority back to the States 
and their subdivisions, so I say definitely there is no partisanship 
involved. 

Now. after the President was inaugurated, one of the first thines 
he did was to arrange for a conference to be held at the White House 
starting in the morning, and lasting through lunch, at which members 
of the Congress were present, representing the different committees 
that might have an interest in this matter. Four governors represent- 
ing the Conference of Governors were present, and members of the 
executive branch of the Government were present. 

The Governors who were then present were Shivers of Texas, 
3yrnes of South Carolina, Kohler of Wisconsin, and Driscoll, Frank, 
from your State. 

Mr. Osmers. That is correct. 

Mr. Hatuecx. | had had some experience with the Conference of 
Governors as a result of the so-called secrecy clause in the Social 
Security Act, where, as you will remember, Mrs. Harden, by a certain 
change in the law here in Washington we brought about a situation 
under which our State of Indiana was permitted to receive some 
$22 million that it had been threatened would be taken from us. 

The Conference of Governors meeting in Gatlinburg, Tenn.. | 
think helped finally to push that over, because there they unanimously 
adopted a resolution urging that this change in the Federal law be 
made to grant to the States a greater area of responsibility. 

So it is obvious that the Governors of the States in their conference, 
and as individuals, have been studying this whole matter. 1 think 
they are beginning to realize, now, just how great has been the transfer 
of power from the State and local governments to the Federal Govern- 
ment, and I likewise think that they are understanding better than 
ever before that in much of that overcentralization can be found a 
greater expense. I well recall that at the conference we had at the 
White House, the question was raised as to what the saving might be 
if some of these responsibilities were taken back to the States, with the 
same functions of government carried on, but carried on at the State 
and local level instead of sending the money to Washington, and then 
having it come back to the States and local subdivisions. 

Governor Driscoll said they had considered the matter carefully, 
and were quite convinced that the taxpayers would be given as much 
as a 25 percent saving by getting this back to the local level. Whether 
that is a fair estimate or not, I don’t know; but I do know that-our 
people out in Indiana, who have been pioneers in this whole movement, 
are convinced that when you send that dollar from Indiana to Wash- 
ington, and then back to Indiana, there is a very considerable clip that 
comes out of it. 

Now, as I say, the President called this meeting. It was remarked 
there by some of the governors, I don’t recall just which ones they 
were, but they said this was the first time in history, so far as they knew, 
that representatives of the State governments had sat down with 
representatives of the Federal Government with the view to working 
out an arrangement by which, in cooperation, we could tackle this very 
difficult problem 
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There was question there as to whether or not specific reference 
should be made to local subdivisions. 

Now, it is not the purpose of this Commission to undertake to 
settle the frictions and difficulties that arise between State govern- 
ments and the governments at the local level. That is primarily a 
matter for determination in each of the 48 States. But in any con- 
templation of the problem, it must be recognized that insofar as we 
speak of State government, the term likewise contemplates the 
governments of the local subdivisions within the State which are, in 
the final analysis, the creatures of the State, and a part of the State 
government. 

Now, as I looked over the hearings of yesterday, a question was 
raised as to whether or not the Commission was desirable; whether 
or not, possibly, the whole matter couldn’t be handled by a legislative 
committee, possibly this committee, possibly by Ways and Means— 
perhaps the suggestion was not made as to Ways and Means, but I 
might point out here that the Ways and Means Committee did hold 
very extensive hearings on the whole matter of State and Federal 
relationship as it affects the matter of taxation, and the division of 
areas and fields of taxation between the States and the Federal 
Government. 

Now, certainly no one is any more jealous than I of the preroga- 
tives of legislative committees. I have been here long enough to 
realize their importance. I served on legislative committees for a 
long time, and I know that in the final analysis legislation is our 
responsibility, but I would like to point something out, in support of 
this Commission approach. 

Assuming that the job is to be done that we think ought to be done, 
I think it will involve a transfer of many functions, and possibly 
tax collections and spendings from the Federal Government back to 
the State and local governments. 

Now, to my mind, if that is to be accomplished, it isn’t enough that 
the Federal Government determine that we are getting out. You 
have got to have the State governments and the local governments 
ready to move in, and I think they ought to be consulted; as the study 
goes on, I think they ought to participate in the development of the 
work to the end that all sides be represented. 

Now, to further that, there was a discussion at the White House, 
and I think I am not disclosing anything that was talked about that 
would be improper. First of all, in the appointment of the Members 
of the House and the Senate, it would be expected, I would assume, that 
members of the committees, who would probably be most directly 
affected by these various problems, would be included in that repre- 
sentation. In the 15 to be appointed by the President, it is expected 
that Governors representing the conference of governors will be 
appointed, and in all probability enough members representing 
municipalities so that you would get that municipal attitude. 

As a matter of fact, furthering the work of the Commission, the 
conference of State governors, and the Council of State Governments 
indicated that they would assume part of the expense of this joint study, 
that they would provide actual money, and in addition trained ex- 
perienced personnel, so that through this Commission approach all 
of these various segments of the Government will have their direct 
say as the work progresses. 








ESTABLISHMENT OF COMMISSIONS 9] 


Now, as I have indicated, this cuts across committee lines. There 
is n» one legislative committee that would have to do with all of the 
fields that will be investigated. As recommendations are made, I 
don’t know how many of them would come to Government Operations, 
but likely some of them would. There might be recommendations 
made that would deal in the field of taxation, and of course that is a 
Ways and Means Committee matter, so out of it all, I am convinced 
that the Commission approach is the best. As a matter of fact, that 
has been the considered judgment, so far as I have been able to dis- 
cover, of all of the people who have been wondering how we are going 
to get at this problem. 

I might add this further thing, and this likewise is no disparage- 
ment of congressional committees, because that certainly would be 
the last thing in which I would indulge. I think this job, if it is to 
be done, is going to cut into some pretty tender places. There has 
been an illusion created that this money out of Washington is free, 
and of course that denies the very obvoius fact that there isn’t any 
money in the United States anywhere that isn’t first found in 1 of the 
48 States, but that illusion has been created, and as you begin to shut 
off on some of that, and as you begin to shut off on some of these 
Federal functions, you are going to find some pretty stiff pressures. 

Now, what does that mean with respect to a commission? Well, 
it certainly would be contemplated that the Chairman of the Com- 
mission would be an outstanding figure in American public life. His 
position would be such, and that of the other members of the Com- 
mission would be such, that their recommendations could carry large 
public support. 

I am quite convinced that some of these things cannot be accom- 
plished except there be an awareness and an understanding in the 
country of the necessity of doing the job, and out of that growing 
public support for the proposals that will be forthcoming. 

I think for that purpose the Commission very definitely would be 
an advantage. 

Just a final word. The bill has already passed the Senate. I sin- 
cerely hope that when this record is made that the bill can be reported, 
so that we may get under way with the creation of the Commission 
and the staffing of the Commission to the end that this very important 
matter may be accomplished. 

Mrs. Harpen. Mr. Halleck, what importance does the President 
place on this bill? 

Mr. Haturck. Well, Mrs. Harden, undoubtedly the thing upper- 
most in the mind of the President, as it is with about all of us, is the 
termination of the Korean war, and the establishment of a permanent, 
just, and lasting peace. But otherwise, | think this sort of a matter, 
as it deals very definitely, | think, with the very foundation of the 
Republic, and deals definitely with our whole fiscal situation, and the 
efficiency and economy in Government. I certainly think he puts 
this near the head of the list—I wouldn’t say at the very head of the 
list, but certainly as one of the most important things deserving 
consideration. 

I think everything he has done in connection with this matter would 
clearly indicate his interest in it. As a matter of fact, it is no secret 
to my knowledge, that this legislative proposal, which Mr. Taft 
introduced, and which I have introduced, was worked on by the 
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governors, and by all those who were present, and by the White House 
people and finally we came up with this language and this approach, 
and as it was finally prepared, Senator Taft and I introduced it. 

Mrs. Harpen. Is the date March 1, 1954, a realistic one for the 
Commission to report? 

Mr. Hatiteck. Well, the time is short, but it has been my: observa- 
tion—and that was discussed —that any of these things can be ac- 
complished if you get down to work. As a matter of fact, there was a 
suggestion there, I think it came from the governors, that they didn’t 
want the creation of the Commission to mean that nothing might be 
accomplished aay the Commission made its final report, and so 
there is language in here saying the Commission may make interim 
reports. We likewise assured the governors that if there was some- 
thing in which they were interested that needed congressional action, 
we, on our part, would be glad to cooperate with them in a 
legislatively anything that might be necessary of accomplishment, ¢ 
desirable, even though the Commission hadn’t made its final report. 

Mrs. Harpen. In view of the urgency for action, are you willing to 
accept the Senate amendments? 

Mr. Hauueck. | looked the Senate amendments over. One has 
to do with the name or va of the bill; I think that is all right. The 

other one, as recall it, directs the Commission to accomplish the 

i ciclaenenst al objectives cana! in the early section—I don’t know 
whether it is section 1—and the other one has to do with taxation. 
More specifically, it has to do with taxation, and the varying fields of 
taxation. I might say the governors are getting anxious about the 
gasoline tax, for instance. They are begining to think, many of 
them, that if they collected more of the gasoline tax back at the State 
level, and kept their money there, they might come up with better 
roads than we do under the e meaatang situation. That was, I think, one 
of the things that was talked about, and which was in the minds of 
some of the people when they thought about what might be accom- 
plished before a final Commission report. 

Mrs. Harpren. Mr. Meader, do you he uve any questions? 

Mr. Meaper. Yes, Madam Chairman. 

First, | would like to say that I associate myself with the majority 
leader’s statement that there has been too much concentration of 
political power 1n the Federal Government, and i would go a step 
further and say it has gravitated pretty much to the executive branch 
of the Federal Government, and I think it is urgent that something 
be done to restore the balance between the national Government and 
the local governments 

Second, | would like to say that in general I like to see commissions 
set up, particularly where there is a need for bringing in thinking and 
representation from outside the legislative branch of the Government. 
I had some doubt about the propriety of a commission for this 
erueens problem. I, myself, introduced a resolution to create a 

‘ommMission On Overseas investment and trade. I think that subject 


is partic ularly appropriate for a commission, because I believe we 
need to bring in representation from the American business com- 
munity. After all, private citizens are the ones that engage in invest- 


ment and trade, and they need to have a part in formulating policies 
and programs with respect to it. 
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In contrast to that situation, I have been concerned about this 
subject, which, it seems to me, is primarily a legislative problem. 
It is true that the local governments are equally interested in the 
relationship between te und the Federal Government, 
and for that reason it might be desirable to have a body upon which 
they could have representation. 

However, I think the mandate of authority of this subcommittee, 
which has the duty of studying intergovernmental relationships 
between the United States and the States and municipé alities, certainly 
contains all the authority that is needed to conduct thi is sti idy. We 
don’t have the money. We have an appropriation of about $65,000 
for a vear’s work and a very small but very able and competent 
staff. I think, as a practical matter, we will have to approve this 
bill, because I don’t think the Congress would give this committee 
the money that would be necessary to make a thorough study. 

Now, having said that, I would like to ask some questions about 
the details of either one of these bills. I think the points that I 
will raise are common to both of them. 

[ have a feeling that the scope of jurisdiction as defined is a little 
too narrow, even with the Senate amendment. I would say that it 
might be broadened so that you have jurisdiction coextensive with 
the jurisdiction of this committee, all Federal and State relationships. 

The description of the duties of the Commission seems to emphasize 
the aid programs. I would like to suggest that thought be given to 
amending the statement of duties of the Commission so as to broaden it. 

For instance, already we have had in this Committee hearings on 
the donable cath property program. Now, that can be called, : 
suppose, a grant-in-aid program of a kind. It isn’t a dollar aid 
program. We have done some preliminary work on the problem of 
Federal Government ownership of property, the taking of real estate 
and personal property off the local tax rolls. That is a particularly 
pressing problem in my own district. In the city of Adrian, property 
worth over $2 million, just this year, went off the tax rolls. This 
denies to the local city government, the county, and the school 
district some $90,000 in annual revenue. 

The question of competing for tax sources, is involved in this re- 
lationship between the Federal Government and State and local 
governments. I have some question whether the description of the 
scope of the Commission’s jurisdiction is broad enough to include 
all the problems that need to be studied. 

Mr. Hauueckx. Well, George, let me say this. First of all, I ap- 
preciate your attitude, and may | Say that certainly the creation of 
this Commission isn’t going to preclude this subcommittee from 
going ahead and dealing with anything that either is in here, or isn’t 
in here, and certainly if it isn’t included, then no one could complain 
if this subcommittee said, ‘We are going to look into this particular 
matter because it is outside of the scope of the work of the Commis- 
sion that is to be created.” 

Beyond that, let me say this, that the language is very considerably 
changed from what was first proposed, and there were many dif- 
ferent ideas about just what the language should be. It represents 
the best we could work out in cooperation with the governors, the 
executive branch of the Government, and the legislative branch 
of the Government, the language that seemed to fill the bill. 
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Now, as to the amendment offered in the Senate, and I think 
that is it, isn’t it, Mr. Brooks? 

Mr. Brooks. I believe that it is. 

Mr. Hauueck (reading): 

The interrelationships of the financing of this aid and the sources of the finane- 
ing of governmental programs 

Now, it would seem to me that that last isn’t limited particularly 
to aid programs, but rather to any governmental program that might 
contemplate any State program or local program as well as a so-called 
Federal State-aid program. 

Of course, I certainly wouldn’t undertake to preclude the right of 
this committee to make amendments if they see fit to make them. 
I would only make this suggestion, in the interest of time. If the 
committee should conclude in its good judgment that this fairly 
well covers the field of what we are trying to do, it would make for 
expedition if the Senate bill were found to be satisfactory and that 
could be reported and passed by the House. 

Mr. Mraprr. Well, let me ask about another matter of the draft. 
Section 5(b) provides that the Commission may appoint and fix the 
compensation of such employees as it deems advisable in accordance 
with the proyisions of the civil service laws and the classification 
laws. 

Particularly in view of the deadline for the report, it seems to me 
that there might be a tendency to delay the work of the Commission 
of civil service laws and regulations are strictly complied with in 
acquiring a staff for the Commission. 

Yesterday the chairnian put in the record the letter of former 
President Herbert Hoover, who specifically suggested that the Com- 
mission on Reorganization should be free from the requirements of 
the civil service and classification laws. I would like to have your 
views on that question. 

Mr. Hatxieck. Well, I don’t recall, Mr. Meader, that that par- 
ticular feature was discussed. It may have been. I do know that 
there have been some of us who have been chafing a little at too 
many folks being appointed in recent years without regard to civil 
service, and whether that had anything to do with it, I don’t know. 

I would say that that might be a matter that could be checked, 
and if it was felt that that would be a real handicap, maybe it would 
justify a change. 

Mr. Meraper. It seems to me if it’s a temporary commission, it 
isn’t permanent employment in the Federal Government. 

Mr. Hauusck. I have always thought you could move pretty fast 
even through civil service, if you really wanted to move. 

Mr. Meaper. Well, if they really observed merit principles, they 
would have to set up job descriptions, and then hold examinations for 
the persons possessing the qualifications to fill that job. It would 
seem to me that would involve considerable delay and red tape that 
might delay the Commission in getting its job done. 

Now, if they don’t pay attention to merit principles, and just use 
the name of civil service, I don’t like to see that, either. I think that 
is abuse of the merit system. 

Mr. Hauteck. That is right. It ought to be either one way or 
the other. 
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Mr. Meaper. Now, the third question I had, this Commission was 
not given subpena power. Is there any reason why it was not given 
subpena power, or do you think it would be of any advantage to the 
Commission to have subpena power? 

Mr. Hauueck. I don’t think it would be any advantage, frankly. 
This whole proposition is going to succeed or fail according to the 
willingness of the people to cooperate. I can’t foresee any circum- 
stance under which you would have to subpena an unwilling witness 
who by reason of that subpe na would elicit any information that would 
be of real value to the Commission. It isn’t an investigating com- 
mittee, in the sense of an investigation as some committees carry 
them on. 

Mr. Meaper. Well, I don’t know that I have anticipated the speci- 
fic situations where it would be desirable to have the subpena power. 
The only thing that occurred to me offhand was that there may be 
records in the hands of public officials who might be reluctant to turn 
them over to somebody without the protection of a subpena. I don’t 
see What harm it would do to have the subpena power. 

Mr. Hauieck. Well, it wouldn’t do any harm, except this: I 
wouldn’t want the impression to get abroad that there is any lack 
of cooperation between the States and their subdivisions on the one 
hand and the Federal Government on the other. The whole thing 
has proceeded from the very beginning on the plane of highest coopera- 
tion, and if you put in the subpena power, you say it wouldn’t do 
any harm. Well, the only harm I could see it might do would per- 
haps be to create an impression that here is another investigating 
committee in the nature of some of the committees, and properly 
I am not quarreling with them—out to find this or that, even from 
reluctant witnesses. 

I would say that anything you might get from a reluctant witness 
would be of doubtful value in this case. Of course, 1 wouldn’t an- 
ticipate any reluctant witnesses. I think this will be characterized 
by the cooperation that has been evidenced ever since it was begun, 
and if there is a reluctant witness, | would doubt very much whether 
you would add very much to the work of the Commission if you 
subpenaed him, brought him in and made him testify under oath. 
I wouldn’t be a bit concerned about that. 

Mr. Mraper. That is all. 

Mrs. Harpen. Mr. Osmers, do you have any questions? 

Osmers. In view of the time element, Madam Chairman, I 
don’t want to extend the questioning too long. I would like to say 
again a couple of things I said yesterday, Mr. Halleck, and that is 
that I think all of us on this subcommittee are most enthusiastic 
about the objectives that are sought in this proposal. 

However, I personally take a dim view of accomplishing ra great 
deal, first because of the time element. That is, the Commission is 
appointed now, it reports next year, it will probably report late in the 
session if they are on time, and it will be an election year, and it will 
be 1955 before we start to get this thing into legislative shape. 

[ think that in many respects the things that are sought in here 
have been thoroughly investigated, and in many instances are ready 
in legislative form for action at this session of Congress. 

I was somewhat impressed last night by the remarks of Senator 
Taft at the “housing dinner’’, in which he pointed to the importance 
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of a philosophical review of the activities of the past 20 years, and not 
a partisan approach to it at all, a complete review of where we are 
going, and where we will end, and I must say that he made a very 
persuasive argument for the adoption and acceptance of this proposal. 

Hfowever, | would like to point out to Mr. Halleck, because he men- 
tioned the Governor of my State before, and Lam not his official spokes- 
man, nor am | authorized to speak for him, but I would like to say 
that prior to the conference that you referred to at the White House, 
Governor Driscoll was firmly of the opinion that the time had come 
on this subject for legislation rather than for a long commission in- 
vestigation of the subject. [I understand that he now favors this pro- 
posal Groverno! Driscoll has probably been as close to this subject, 
along with Governor Stevenson and Governor Kohler, as anyone in 
the United States over the past preceding few years. His initial 
feeling on this subject was very much like my own, and I do feel that 
in some respects, Congress is abdicating the duties and powers of some 
of its legislative committees. 

Now, in the proposal in the Senate, Mr. Halleck, they added some 
language in the committee which appears in the reprint here, on page 
4. The new language was 
the interrelationships of the financing of this aid, the sources of the financing of 
governmental programs, and problems in the field of intergovernmental tax 
Immunities 

Now, we are informed that on the Senate floor they struck out the 
language 


problems in the field of intergovernmental tax immunities, 


and we vesterday went into that point at some length, and we seemed 
to feel that that should go back in again, that the question of inter- 
governmental tax immunities is a continuing important question that 
should remain in the bill 

I don’t think I would make a point of it if it hadn’t been struck out, 
but I am sure somewhere along the line someone is going to say it was 
specifically the intent of Congress not to go into the subject, because 
they struck it out. 

Mr. Hatuteck. Well, I am not altogether sure, Frank, just what 
intergovernmental tax immunities would involve; that is the right of 
the Federal Government to tax State operations, or the right of State 
governments to tax Federal operations? 

Mr. Osmers. It primarily arises at this time from certain activities 
of Federal defense corporations having tax immunities in municipal- 
ties from personal property taxes and from real-estate taxes. It has 
become, in the opinion of the representatives of the American Muni- 
cipal 
so much so that Senator Taft was quoted here yesterday as feeling 
that we should have immediate legislation on the subject now. 

Mr. Hatieck. Well, let me respond, if I may, to 2 or 3 of the things 
that you have observed. First of all, I am quite sure that Governor 
Driscoll was very sincere when he sat there all morning and through 
lunch with us and discussed this whole matter. I have no way of 
knowing what any of his prior convictions may have been, but if I 
took at face value what he said there, then I would say very definitely 
that he is very much for this whole business, and his appearance before 


\ssociation, a rather critical situation in many municipalities, 
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the Bonner subcommittee of this committee, as I understood it, 
indicated at that time his interest. 

Now, it is true that in respect to some of these matters it was con- 
tended that legislation might very well precede a final report of the 
Commission, and certainly, as we pointed out very quickly, the fact 
that you name a Commission, does not preclude interim action by the 
Congress. If there is something upon which there has been such a 
resolution of opinion, or a desirability that we say we ought to act, 
then the Congress is free to act, and specifically there was included 
this language, ‘and the Commission may also from time to time make 
to the President such earlier reports as the President may request or 
as the Commission deems apropriate.”’ 

In other words, they can make interim reports, either at the request 
of the President, or upon their own motion, and certainly you wouldn’t 
need to write in here that the Congress, if we see fit to move legisla- 
tively on the gasoline tax or any other thing—it happens to be that 
the gasoline tax seemed to be one of the foremost contentions of the 
State governments, and probably is as of this moment—there would 
be no reason why any matter such as that could not be dealt with 
legislatively by the Congress of the United States, if it was deemed 
desirable to do so. 

Mr. Osmegrs. I don’t have any further questions. 

Mrs. Harpen. Mr. Brooks. 

Mr. Brooks. I just want to say that the Democrats, of course, are 
as vitally interested as anybody in the strength and efficiency and 
independence of the State and local government, because we have 
got Democrats down there, too, you know, and we hope to have more, 
and in view of the program that is coming up, we want to get vou off 
to the floor very shortly, but I have a couple of short questions, and 
one was this 

Wouldn’t it be possible to appoint a special committee, possibly a 
joint committee of members of the Ways —_ Means and the Govern- 
ment Operations Committee, Members of Congress, Republican and 
Democrat to go into this problem? 

Mr. Hauxieck. Well, there are going to be Members of Congress, 
Democrat and Republican, on this Commission. 

Mr. Brooks. I mean to make it a committee rather than a com- 
mission. 

Mr. Hatieck. Well, I think the arguments that I tried to make 
here in respect to the necessity of cooperation between the States and 
local vovernments and the Federal Government to the end that we 
get all sides represented, and then when we move legislatively, if we 
unlegislate something in Washington, then of necessity it may require 
legislation at the State and local level, and so | think it is desirable, 
and I think also, with no reflection on any legislative committee of 
the Congress, this is a big problem which | think can be better put 
over if it carries with it the sort of process of formation, with public 
spirited people, with governors, with representatives of the executive 
and legislative branch, all participating in the work. 

[ know the Hoover Commission reports generated greater enthusi- 
asm than anything I have seen in all my time here. In other words 
there were committees set up, the Junior Chamber of Commerce of 
the United States dedicated itself to the accomplishment of the Hoover 
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Commission proposals, and it was followed subsequently by a com- 
mittee for the Hoover Commission proposals. 

Now, I would hope that we would get that same sort of steam, and 
that same sort of enthusiasm for some of these things that are going 
to have to be done, and which, as I said before, in respect to which we 
may have to do a little swimming against the current. 

Mr. Brooks. You feel, then, the only practical way to reach whet 
we call more or less common motives or achievements would be to have 
a commission? 

Mr. Hauueck. I think it would be the best way, let me put it that 
way. I think it would be best and most effective. 

Mr. Brooks. If we are going to have such a commission, and I am 
basically in favor of the program, don’t you believe that the 15 mem- 
bers that will be appointed by the President should perhaps have their 
qualifications set out more carefully to emphasize the fact that they 
would be essentially bipartisan in nature, like the membership from 
the House and Senate? I assume that the President would, but is 
that assumption correct? 

Mr. Hauueck. Itisabsolutely. Let me assure you, on my responsi- 
bility as one who participated in this, that that will be done. I would 
take it that the governors’ conference would make their own sugges- 
tions, and certainly the governors’ conference isn’t going to appoint 
all Republicans or all Democrats, and likewise in respect to the folks 
who will be representing the subdivisions. 

Now, when you get into the field of the executive branch of the 
Government, obviously, since the ones who have been presently 
appointed are Republicans, I take it they would be Republicans. 
The number 15 may seem a little large, but you have got to get some 
folks out of public life who know about this problem, who are willing 
to devote their time and energy to it, and who will give it prestige and 
standing and really work at it. Then you have got to give the gover- 
nors representation. You have to get the local subdivisions in. I 
think 15 is a reasonable number, and I can assure you that so far as 
the President is concerned, it isn’t going to be stacked as a matter of 
politics. This isn’t political, and it shouldn’t be. Judge Sumners, 
who came from Texas here years ago—he and I philosophized about 
this at one time, and he was tremendously concerned, as have been 
many Democratic Members of the Congress, just as we have been on 
our side. It is a nonpartisan problem, and ought to be approached 
in a nonpartisan way. 

Mrs. Harpen. Mr. Pilcher. 

Mr. Pitcuer. Just to get the record straight, I want Mr. Halleck 
to know that so far as the bill is concerned, what it intends to accomp- 
lish, I am just as strong for it as he is. I think it is one of the most 
important pieces of legislation that has been up in years. Anybody 
that has served on highway boards, he was talking ¢ about the gasoline 
tax just now, we collect it down there, send it up here, and then they 
send it back down there. Not only that, but the main part of the 
whole thing, I think, is one of the most important bills that has been 
before ( ‘ongress. 

I am only a rookie, and I may be wrong, but I don’t think there is 
any politics in the bill. We can kid one another about being Demo- 
crats and Republicans, but there are some things that are bigger than 
either one of them 
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My thought was this, and I may be wrong. You could get men 
serving in Congress, you could get mayors to come here and serve as 
a committee. I am not talking about this committee, I don’t think 
this committee is broad enough. You would have to have ways and 
means, or you could have a committee of Congress entirely to go to 
the mayors, to the highway departments, to every segment of the 
State governments. It is a big proposition, and you are going to get 
into some technical things, and you are going to get into lots of con- 
troversial things. 

As to the principle, I am for it. I don’t want you to think other- 
wise. I amas strong for it as youare. But isa commission what we 
have got tohave? I don’t reckon Congress would give a congressional 
committee money enough to investigate, but they will give a commis- 
sion any amount they want. I don’t understand that. It looks like 
there is some reflection on Members of Congress. 

If the people who have been here and have had experience think that 
is best, I am certainly not going to throw a rock in it. There is no 
politics in the bill. It is something that has been needed to be done 
for several vears, but I just believe it has got to come back here, and 
Congress is the one that is going to have to pass the legislation, and 
they should have the experience of the investigation. If that is not 
the way, I will go with you on any of it, but I still believe it should 
have been a committee of Congress. 

However, as I said, I am just a rookie 

Mrs. Harpen. Mr. Ward. 

Mr. Warp. I have no questions. 

Mrs. Harpen. Are there any further questions? 

Mr. Halleck, the committee does realize what a very busy schedule 
you have, and we are very grateful to you for coming over this morn- 
ing and presenting this very fine statement on this important legis- 
lation. 

Thank you so very much. 

Mr. Hatueck. Thank you, it has been a pleasure. 

Mrs. Harpen. | understand the House convenes at 11 o’clock 
We have Congressman Harvey with us now, and if the other wit- 
nesses who had planned to testify today will bear with us for a few 
minutes, we will hear our Congressman. 

We are honored to have another colleague from Indiana, a former 
distinguished member of this committee, the Honorable Ralph Harvey, 
who has introduced H. R. 4848 to create a national commission on 
intergovernmental relations. 

Will you please proceed with your statement. 


STATEMENT OF HON. RALPH HARVEY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF INDIANA 


Mr. Harvey. Thank you, Mrs. Harden, and members of the com- 
mittee. I do want to express, first of all, my appreciation for the 
opportunity to appear before this committee. 

As Mrs. Harden has stated, I was formerly a member of this com- 
mittee, and have had legislation of the type in H. R. 4848 before the 
committee since 1 came to Congress, and I reintroduced practically 
the same bill in this Congress. 
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I would suggest that in view of the fact that probably Congressma1 
Halleck’s bill will receive priority, and should, I want to give you a 
little background that I believe will be worthwhile in substantiating 
the importance of the legislation. 

In 1932, 1 began my public service at the county level, as a county 
councilman, where I served for 10 years, during which time I was on 


the receiving end as a member of a committee of many of the new 
Federal programs. It was a rather tense time insofar as government 
functions were concerned, and I observed as these new Federal pro- 


grams came into being, the impact on local government, particularly 
the county vovernment, because as it is constituted in Indiana, most 
of the subdivisions worked through the county level. 

In 1943, I went to the legislature, and was convinced at that time 
that some of the problems that beset us at the county level could be 
corrected there, and while I became eventually chairman of the State 
budget committee there, which was responsible for the fiscal affairs of 
Indiana, I realized the problem was more far reaching, even, than 
mere ly State level. 

At about that time, Harold Smith, who was then the Director of 
the Budget, who had come originally from Michigan, George — 

Mir. Mraper. That is right. 

Mr. Harvey. He made a very enviable record at both city and 
State levels before he was appoimted National Budget Director. He 
had become alarmed over the trend of government from local to 
national level, and he persuaded the Spellman Foundation to sponsor 
a fund to make a study of the problem of the development at the 
Federal level, and the extremely rapid growth of the Federal Govern- 
ment, as he thought at the expense of State and local government. 

They determined to have about five counties in the United States 
to serve as guinea pigs, and the Federal Council that was established 
included many people who are familiar to most of you. 

The Federal Council was composed of Harold Smith as chairman, 
Phili lip Fleming, Administrator of the Federal Works Agence iv; Paul 
McNutt, Administrator of Federal Security Agency; M. L. Wilson, 
Director of Extension; Luther Gillett, Director of the Institute of 
Public Administration; William Anderson of the University of Minne- 
sota; Frank Pay ne, Executive Director of the Council of State Govern- 
ments; Mr. Mallory, Executive Director of American Municipal 
Association, and composed of a staff of two people, Mr. Walker and 
Mr. Cummings. 

You can almost read into this vey setup here the beginnings of the 
whole desire and understanding of the need for the approach that is 
now coming about 

lt just so happened that my county, Henry County in Indiana, was 
picked as one of these guinea pig counties, and a commission on inter- 
aiarapadanil relations was established there, and a fund was provided. 
The members of the staff were paid. We had a relatively small staff, 
but we had a rather competent commission there, all of us nonsalaried. 
Some were drawn from business and some from government. I was a 
member of that commission. A Mr. Payne, a local merchant was the 
chairman, and we made, I think—and I will say this with some 
modesty the most thorough study of the proble m of any of the five 
counties that were so established as guinea pig counties. Most of the 
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rest of the counties, I think, did not devote themselves strictly to the 
problem of intergovernmental relations. 

When this problem was before this joint committee, as it was then 
called, Executive Expenditures of the House and Senate in 1949, Mr. 
Payne and I both appeared before the committee, and Mr. Payne, as 
chairman, presented rather lengthy testimony which is contained i 
the material found in this report, and rather than to go to the expense 
of rerunning a great deal of that, I have simply taken the liberty of 
giving you a little background 

I would hope that you might find time to study this report of our 
commission. (Joint Hearings before the Subcommittees on Inter- 
governmental Relations of the Committee on Expenditures in the 
Executive Departments, Senate of the United States and House of 
Representatives, 8ist Congress, May 9-13, 1949, “National Commis- 
sion on Intergovernmental Relations’”’.) Our part of the testimony 
begins on page 128, running through to 176. We have included here 
the report (not only the progress report) but what eventually turned 
out to be the final report of our study commission. You will find 
this report a great deal of background information that I think is 
worthwhile. 

Due to the limitation of time, I would just like to have you turn 
in the hearings there, to page 156, and I call your attention to what | 
think is a very interesting study of growth of local, State and Federal 
Government, and you will see there how the various agencies of the 
local, State, and Federal Government have been added from time to 
time, and in the column on the right hand side, vou will see the tre- 
mendous growth that has « ome about from 1927 until this was printed, 
I believe, in 1947. During that 20-year period of Federal agencies, 
which are included in the bottom bracket, it is astonishing when you 
see the total of agencies presently functioning in our county of a 
national character. 

We have some very interesting studies, if you will turn over then 
to the next page, that I think should not be overlooked. This is 
Jefferson Township, and in our section of Indiana, is typical of much 
of the Middle West, particularly, we have the old original county 
seats which were just primarily trading centers, which have since 
become industrial centers, and the impact that it has had upon the 
people. 

You can’t get away from the fact, in the final analysis, that the 
problems we are dealing with must eventually be related to people, 
as individuals, and you will see that the thing that has come about 
has made for many of our problems, the fact that whereas the total 
geographical area of the township has not changed, the nature of the 
people living in what would ordinarily be termed a rural township 
has changed immeasurably. 

There are still, theoretically, 400 farms there, but the number of 
farmers who are actually doing the work are considerably less than 
half, and 50 percent of the men work in urban business and industry 

The number of local businesses has decreased remarkably, meaning 
that a rreat many of the business establishments in the county seat 
are now better ¢ equipped to serve the people, but the fact remains 
that the cost originally many years ago of maintaining schools, and 
all the other services out at the township level have undergone con- 
siderable change. It has been an evolutionary process, and today, 
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with regard to the biggest burden, however, which are the schools, the 
real-estate tax covers the bulk of that burden. 

Mrs. Harpen. Mr. Harvey, if you will pardon me, I have just 
been notified that we are having a quorum call. 

Is it the pleasure of the committee and the witness that the mem- 
bers respond to the quorum call, and then return and continue our 
hearings? 

Mr. Harvey. I will be happy, of course, to abide by whatever 
the committee chooses. 

Mr. Osmers. If we are having a quorum call, the time involved 
would probably make it difficult to continue the hearings today. 
Would it be practical to convene again tomorrow morning? 

Mrs. Harpen. We were planning to convene tomorrow morning. 

Mr. Osmers. I mean instead of continuing today. 

Mrs. Harpren. Some of our witnesses are from out of town, and 
perhaps it would not be convenient for them to remain over. We 
may have to make several trips to the floor today, however. 

Mr. Osmers. It is going to get pretty complicated with the quorum 
call, lunch, and the tidelands vote coming up. 

Mrs. Harpen. Do you think we should try to meet at 2:30 or 3? 

Mr. Meaper. It should be late, because we have a 1-hour de hate 
on the Senate bill, and then a 2-hour debate on the new bill the House 
Judiciary Committee reported out yesterday. 

Mr. Osmers. Why don’t you set a time, Madam Chairman? 

Mrs. Harpen. I want to set a time which would be convenient 
for all the members, and for all the witnesses. 

Mr. Harvey. I might say I wil! be happy to continue at whatever 
time is convenient. 

Mrs. HarpEen. The committee will now recess until 
this afternoon. 

(Whereupon, at 11:15 o’clock a. m., the hearing was recessed to 
reconvene at 3:30 o’clock p. m., the same day.) 

(Mr. Harvey’s testimony is continued on p. 118.) 


9 


3:30 o'clock 


AFTERNOON SESSION 


Mrs. Harpen. The subcommittee will resume its hearings. 

Congressman Harvey has been kind enough to permit Mr. Marshall 

proceed, inasmuch as he has to leave town this evening, as well 
as Mr. Kemp. 

We are pleased to have with us this afternoon Mr. A. D. Marshall, 
representing the Chamber of Commerec of the United States. 

The members of the subcommittee have had an opportunity to 
read your prepared statement, Mr. Marshall, so at this time I will 
merely ask you to highlight it for our benefit. 

(The prepared statement of Mr. Marshall is as follows): 


STaTEMENT OF A. D. MarsHALL, CHAIRMAN, SociaL LEGISLATION COMMITTEE, 
30ARD OF Directors, CHAMBER OF COMMERCE OF THE UNITED STATES 


My name is A. D. Marshall. 1 am manager of employee benefits for the 
General Electric Co., Schenectady, N. Y. I ap pear here as chairman of the 
social legislation somal e and as a member of the board of directors of the 
Chamber of Commerce of the United States. 

The national chamber strongly advocates the establishment by Congress of a 
special commission to study the complex field of governmental functions and 


fiscal sources. 
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Delegates representing our nationwide membership of business organizations, 
both formally and informally, went on record in their annual meeting, just 2 weeks 
ago today, forsuchastudy. Officially, they adopted a broad statement of policy 
which says: 

“The activity of the Federal Government has been extended into many fields 
which, under our constitutional system, are the primary interest and obligation 
of the several States. 

“The resulting complexity of intergovernment operations makes it necessary to 
study and appraise Federal-State relations with a view to: (a) determining 
functional responsibilities proper to the several levels of government in the many 
areas of activity represented by Federal grant programs; (b) determining prope1 
allocation of tax sources among the Federal, State and local governments; and 
(c) developing appropriate legislative recommendations.” 

Unofficially the prime importance of establishing such a commission was stressed 
in an informal business opinion poll in which hundreds of the delegates to the 
membership meeting participated. 

Therefore, the chamber recommends approval of H. R. 4406, with amendments. 

On the assumption that such legislation will be enacted into law, we already 
have laid plans for a comprehensive research and public information program 
We want to do everything we can to aid the proposed Commission and the 
Congress. 

The chamber urges you to amend H. R. 4406 to conform with the amendments 
to 8. 1514, a companion bill, which were approved by the Senate Committee on 
Government Operations and the Senate itself. 

These amendments are: 

(a) Change the title of the bill to ‘‘A bill to establish a Commission on Inter- 
governmental Relations” 

(b) Insert on page 3, between lines 18 and 19, a new subsection which directs 
the Commission to carry out the purposes of section I. 

(c) Insert the following on page 3, line 21, after ‘“The Commission also shall 
study”: “the interrelationships of the financing of this aid, and the sources of 
financing of governmental programs.” 

I have listed in an appendix to my statement more than 40 Federal grants-in- 
aid programs to the States. In fiscal year 1952, these Federal grants totaled 
$2.3 billion. This amount was equivalent to approximately 24 percent of total 
State tax revenues. 

These grants have been introduced over the years on a more or less hit-and-miss 
basis. Each program has been set up with little reference to the others. They 
are subject to varying degrees of control and supervision by different national 
agencies. Each program has its own particular group of supporters and within 
the States these supporters vie for an extra share of State funds in order to obtain 
increased Federal grants. 

In many cases the availability of Federal grants has brought about a pattern 
of State expenditures quite different from that which would have prevailed if the 
States had had to meet the full cost of a program out of State tax collections 
The Federal Government makes grants for aid to the aged, to dependent children 
to permanently and totally disabled persons, and to the blind, but makes no grants 
for general relief. 

In 1951, for example, the State of New York spent 2 times as much for these 4 
federally aided programs as it did for general relief, whereas Mississippi spent 41 
times as much on the 4 federally aided programs as it did for general relief. You 
may well ask whether Mississippi was adjusting its budget in order to take advan- 
tage of ‘‘cheap’’ Federal money. 

There are many examples in the field of old-age assistance which show the dis- 
torting effects of Federal grants. I will cite only one. The per capita money 
income of Louisiana is about $100 per annum less than that of Virginia, Yet, 
Virginia has an OAA recipient rate of less than 1 out of 10 aged persons and average 
benefits of approximately $25 a month, whereas Louisiana makes OAA payments 
to almost 7 out of 10 aged persons and the average payment is slightly more than 
twice as large. Was Louisiana taking special advantage of the opportunity to 
obtain Federal funds which are only available if spent for old-age assistance? 

Total State and local expenditures for elementary and secondary education were 
estimated at $7 billion in 1951-52. Yet, on studying the Federal grant program 
we find that the Federal Government made four separate grants for vocational 
education totaling $25.8 million in fiscal 1952. Even in these 4 federally aided 
vocational education fields, States and localities spent $121 million in fiscal 1952 
or almost 5 times the total of Federal grants. Perhaps there was once an argu- 
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ent at edera rant vere n¢ iry in order to stimulate State action in 

The ( s but is there a justification for conti I sucn s! all and piecemeal 
A area whic! i overwhelming majorit of Americans ac ept to be 

1 ‘ il { vy? 

I e broad field of publi ealth, there are now approximately 10 different 
Federa rant progran Chis means that 10 separate allocations are made to 
the Sta Kach progra has its own budgetary and accountability requirements 
Even though, for example, the need for work on venereal disease control mav fall 

ff that for cancer control increases; adjustm« be made rapidly 

1 present lexibdle and related series of grant ‘ams. 

Prior to 1913, there was little tax duplication between the Federal and State 
Government Che Federal Government relied mainly upon customs duties—a 
source f taxation denied to the States by the Constitution. The State govern- 
ments derived most of their revenues from t le property tax 

The passage of the 16th amendment to the Constitution, establishing the con- 
stitutionality of the income tax, opened the way for a tremendous expansion of 


Federal expenditures and grants Federal-State tax duplication mushroomed at 
h a rate that today tax duplication is the rule rather than the exception. 
Che Federal Government imposes heavy personal ard corporation income taxes, 
governments also impose personal and corporation income taxes 
The States and the Federal Government both impose alcoholic beverage and 





tobacco taxes 
In 1926 the credit nst the Federal estate tax for State death-tax payments 
as set at 80 percent of the 1926 Federal rates Since that date, a Federal gift 
tax has been imposed, and Federal estate-tax rates have been increased several 
fold over the 1926 rates; but the 80 percent credit has not been extended to these 
higher rates. As a result, the lion’s share of death-tax revenues are today collected 
and spent by the Federal Gover: } 





nent. Historically, death taxation had been a 
State-tax field in the United States 

In 1932 the Federal Government imposed a tax on gasoline a tax source 
which had previously been the exclusive province of the State. The Federal tax 
on gasoline is currently 2 cents a gallon, and it is estimated that it will yield $900 
million in fiscal year 1953 





In the opinion of the chamber a systematic study of the historical and legal 
background of each Federal grant program is needed in order to determine the 
unit of Government which properly should have jurisdiction and responsibility. 


Consideration should be given as to which grant programs should be eliminated 
orexpanded. A systematic study of overlapping taxes should also be undertaken 
o determine from which taxes the Federal Government should withdraw and 
eave to the States, and from which taxes the State governments should withdraw 
and leave to the Federal Government 





The Commission also should analyze the philosophy behind the present hap- 
hazard system of grant programs—a system in which each program has been set 
ip with little or no reference to the others—to determine in What ways the Federal 
crant program can be revised and placed on a more svstematic basis. For 


example, the prevailing argument for Federal grants for social welfare is that they 
are necessary in order to provide the needed minimum standards of public service 






tandards, it is claimed, that many low-income States could not meet themselves. 
Even if this argument were to | accepted, the Committee on Federal-State 
Relations of the Hoover Commis 1as pointed out that specific grants would be 
an inferior method of implementing the program. This committee said the more 


logical approach would be to make funds available to the States for general pur- 











OSK 1 to vary : of ( inversely to per capita income 
It was pointed out that this method would keep the Federal Government from 
exercising undue control over and interference in the activities of our sovereign 
States Furthermore. the States yuild have every encouragement to plan the 
pattern of expenditures which i find to be in their own best interest. 
I ci the Committee on al-State Relations recommendation merely to 
istrate one of the suggested i s to this complex problem. The national 
i er has officia is recommendation at this time, but we 
lar develop proposals to place before the contemplat Commission. 
The Hoover Commission in its report on Federal-State relations summarized 
the es ce of today’s intergovernmental f al relations problem as follow 
n order to provide funds for grants-in-aid, and to adjust to war and depression, 
he national svstem of taxat I as peen eX} ded until we have extensive over 
apping and conflicts on t part of Federal, State, and local governments. Of 
greater importance to ptate a | cal governments, the national need for revenues 
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has caused the Congress in some stances to u e produ ‘ 

could be used just as effectively by State or local gover ‘ I : 

the circle wide [ der pressure to mee eed Congress a r 

for grants. In order to secure necessary revenues, the national tax ust 
panded which make it more difficult for State and local vernme ire 
their ov revenue, and hence stimulate pre ire from I und 

for more and more grants.’ 

I would like to make one more point The national chamber urg ( 
gress to live igate e commercial activities of the ederal Go I 1 
view to determining which ones could be better operated by private 
Returning these commercial activities to private ownership and operati« ild 
make them subject to full taxation at all levels of government TI broads 
of the tax base would materially aid in resolving the intergovernmental relati 
problem We have already seen that many of he problen in the gO 
mental relations field have arisen becau e of pre ire on tax soure 

We wish to commend this ubcommittee for mous Ve iga 
commercial activities of the Federal Government The subcommittee ha 
and compiled an impressive list of commercial ac ties of the Federal ¢ 
ment whi could be performed better b private enterprise \ 
accounting practices are poor and cost figures are hard to det line i 
efficiency of many of these ventures has been fully documented. 

APPENDIX 
Federal qrant programs, fi et 195 

Vl lollars 

Department of Agriculture 137. 5 
Acricultural experiment stations 12 3 
Cooperative agricultural extension work 1.5 
National school lunch program 82. 4 
Research and Marketing Act of 1946 i. 
State and private forestry cooperation, ete 10. 1 


Department of Commerce } 


Civil Aeronautics Administration ee 
Bureau of Public Roads 120. I 
Maritime Administratior > 


Departn ent of Interior ,A 
Wildlife restoration  ¢ 


Department of Labor 182.9 
Uneml loy ment ¢ ompensation and | my} lovment Services Admit 

trator SZ. Y 

Federal Security Agency 1, 505. 4 


American Printing House for the Blind l 


Office of Vocational Rehabilitatior 915 
Colleges for agriculture and mechanie arts - 
Coperative vocational educatior 25 8 
Vocational eduecatior 1 
Home economics educatior e 
Trade and industries educatio1 oR 
Distril tive oecuns: or educatior Q 
Survev and school constructior te 
Maintenance and oper on of sche ar oO 
Veneral dise: control 
Tuberculosis control 
Gener ealth essistanc | 
Mental healt} biartt et, + 
Canc ntrol > 9 
Heart trol] 3 
Weter pollut 
He ital cor ul \ pl » ¢ 
Nat os inst | 0 
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Federal grant programs, fiscal year 1952 
Million dollars 


Old-age assistance Wie éuaae 800. 3 

Aid to permanently and totally disabled ‘ 44.7 

Aid to dependent children is 303. 3 

Aid to the blind 29, 4 
Maternal and child health services 12. 7 
Services for crippled children . oa. a 
Child welfare services 4:2 
Housing and Home Finance Agency : 8. 5 
Federal Civil Defense Administration 2:3 
Veterans’ Administration _- : 3 6. 3 
State and territorial homes for disabled soldiers and sailors . 3. 6 
Supervision of on-the-job training ‘ 2. 4 
Administration of unemplovment and self-employment allowances .3 
Total grants : : , .. 2 305. 4 


STATEMENT OF A. D. MARSHALL, CHAIRMAN, SOCIAL LEGISLA- 
TION COMMITTEE, BOARD OF DIRECTORS, CHAMBER OF 
COMMERCE OF THE UNITED STATES 


Mr. Marsnauu. Thank you very much Madam Chairman and 
members of the committee. 

First I just want to point out that the national chamber does 
heartily endorse the idea of the establishment by Congress of a special 
commission to study the complex field of governmental functions and 
fiscal resources. We have endorsed it in two ways. We took a 
formal vote of the delegates at our annual meeting a couple of weeks 
ago and they did it formally for us. Then we did it also informally. 

Every year we pass out questionnaires and ask the delegates to 
turn them in and check the items which they think are of paramount 
importance. One of the items that 85 percent of them checked as 
being of paramount importance on that informal questionnaire was 
this particular study of intergovernmental functions. We hope that 
something along this line would be enacted into law this year, and we 
hope it will be along the lines of the Senate bill, which has already been 
enacted and which I understand you are studying now. 

Also, we want to point out briefly about these grants-in-aid. We 
think that the specific availability of Federal grants has brought 
about a pattern of expenditures quite different from what would have 
prevailed if the States had met the full cost of these programs. We 
have several examples of that. The mere fact that there are Federal 
grants involved had led the States to do something quite different 
than if there had been no Federal grants, and if there had been no 
inducement to get them. 

There is another point: Where the Federal Government is making 
grants now simply because as a matter of history they started in to 
encourage a particular type of program and are apparently continuing 
to do so as a matter of historical record more than anything else. 

In the field of education the Federal Government appropriated 
$25.8 million for vocational education as against a total expenditure 
by the States of $7 billion. We think token grants of this kind could 
well be eliminated. Also, Federal grants may well limit desirable 
flexibility in State programs. If you have Federal grants, for example, 
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for venereal diseases and cancer and things like that, and then your 
control of venereal disease has been such that the need for that type 
of program has been eliminated, it would be much more desirable if 
the Federal grants are to cover the whole field rather than for a spe- 
cific grant for that type of activity, because it means that it has to 
continue even though you could better use the money for cancer 
control than you could for venereal disease control. 

I do not need to tell you about the problem of taxes and how since 
1913 the Government has steadily taken over many of the avenues 
for taxation both in the income tax field and in the State tax field as 
well as the gasoline tax field, just to mention a few. The gasoline tax 
for this year, I think, is estimated to be about $900 million—the 
Federal take from the gasoline tax, that is. These are all fields that 
the States historically have had an interest in. 

There is one important point I think I should emphasize in con- 
sidering this issue. That is the fact that the prevailing argument for 
Federal grants for social welfare is that they are necessary in order to 
provide needed minimum standards of public service; standards, i 
is claimed, that the low-income States could not meet for themselves. 
If that argument were accepted I think you will find the Committee 
on Federal-State Relations of the Hoover Commission pointed out 
that specific grants are not the way to do this thing. That committee 
said a more logical approach would be to make funds available to the 
States for general purposes and to vary the size of the grants inversely 
to the per capita income of the States. 

[I do not want to go into the arguments on that because it is a 
whole chapter of economic and social relationships, but I would like 
to point out that the most ardent advocates of specific grants-in-aid 
seem to be much more concerned with the areas of work in which they 
are interested than in this very logical approac ‘h to the thing if we are 
going to do it on a purely logical basis. The Hoover Commission 
will summarize the essence of today’s problems in their report, and 
I refer you to that. 

I will make one more point, which is the fact that the National 
Chamber of Commerce does urge the Congress to investigate the 
commercial activities of the Federal Government with a view to 
determining which ones could be better operated by private enterprise. 

This concludes my summarization. 

I would like to thank you for your courtesy pot only in permitting 
us to appear, but in permitting us to appear out of order. 

I would like to promise on behalf of the chamber of commerce our 
wholehearted support not only to the committee, but to any com- 
mission that may be appointed as a result of this legislation. 

Mrs. Harpen. It is my understanding, Mr. Marshall, that the 
Serate bill as amended, the comparion bill to H. R. 4406, is satis- 
factory to your organization. Is that correct? 

Mr. MarsHauu. That is correct. 

Mrs. Harpen. You mentioned 10 different Federal grant programs 
concerning public health. Do you feel that these could be combined 
into one program under one appropriation? 

Mr. Marsuauu. If you were going to have a grant in the field of 
public health I think it would be muc th more satisfac tory to have them 
combined in the one grant. I do not know about the advisability of 
grants in that, but I do know that the Commissioner of Public Health 
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in New York State, for example, pointed out the inappropriateness in 
his mind of specific appropriations by the Legislature of the State of 
New York for specific areas in the field of health. He says: 





Ut rs e need t do sor ! palsy bu it 18 a very bad 
iO le I ike erebral palsy because 
ch be I e | ate of New York appropriated 
eneral f and then let allocate the 
ed ! ea 1 


SO think our conclusion would be if there was to be an appropria- 
tion in this field it would be better to have a general one, rather than 
speciiic Grants. 

Mrs. Harpen. Mr. Osmers, do you have any questions? 

Mr. Osmers. No. I would just like to add, Madam Chairman, 
that the New Jersey State Chamber of Commerce also is in strong 
support of the legislation being considered. 

Mrs. Harpen. Mr. Ward? 

Mr. Warp. No questions. Thank you. 

\Mirs. Harpen. Mr. Marshall, we certainly appreciate vour coming 
up and your splendid statement which you have submitted to us, 
and the highlights which you have given for our benefit. 

Mr. Marsuauyu. Thank you very much. 

Mrs. Harpen. We are pleased to have with us also Mr. Verbon 
Kemp, executive director of the Virginia State Chamber of Com- 
merce, We have had an opportunity to review your statement, Mr. 
Kemp, so we will merely ask you to higblight it at this time. 

The statement of Mr. Kemp is as follows: 


STATEMENT OF VERBON Kemp, Executive Director, VIRGINIA STATE CHAMBER 
OF COMMERCE 


My name is Verbon Kemp. Iam executive director the Virginia State Chamber 
of Commerce, which I represent in making this statement in favor of the objectives 
of H. R. 4406 which you are now considering. I am also speaking in favor of 
its objectives for several other State chambers of commerce which are members of 
the Council of State Chambers of Commerce. They are the following: the 
Connecticut Chamber of Commerce, the Delaware Chamber of Commerce, the 
Empire State ( mber of Commerce, the Idaho State Chamber of Commerce, 
the Indiana State Chamber of Commerce, the Maine State Chamber of Com- 
merce, the Missouri State Chamber of Commerce, the New Jersey State Chamber 
of Commerce, the Ohio Chamber of Commerce, the Pennsylvania State Chamber 
of Commerce, the South Carolina State Chamber of Commerce, the West Virginia 
Chamber of Commerce, and the Wisconsin State Chamber of Commerce. 

The increasing complexity of Federal-State fiscal relations has been a matter of 
concern to the Virginia State Chamber of Commerce and other State chambers 









rea 

for several years. In the past we have supported measures calculated to bring 

about a rational solution of our complicated intergovernmental relations. Like- 
: r this present proposal which would establish a commission to study 

these problems and to make recommendations to Congress for legislative action 

to s é 


MORE STATE AND LOCAL RESPONSIBILITY 


Our concern over the drift in intergovernmental relations has been not only 
y mplexity but also because of the constant trend toward 

nti tion « ‘nment functions, authority and fiscal responsibility in the 
National Government n s campaign last fall President Eisenhower made a 
tatement o 1 S matter at W heel ig. W. \ a., W th whic W » are in hearty agree- 





We seek in America a Government close to the people An 


1 responsive to their 
eeds. * * A Federal plan, a Federal blueprint, or a Federal administrative 
er are certainly not the only ways to deal with the problems of our daily lives. 


These should be a last, and not a first resort For there are many problems 
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which the people back home can solve better for themselves—whether in a village 
or in an urban center, or in a State or wider region.”’ 
Federal grants-in-aid to the States have played a large part in the trend tow 


urd 
centralization of Government in Washington If this trend is to be halted 


and reversed, the grar t-in-aid system is the right pl ice to start. There should be 
no further delay in examining the Federal grant-in-aid activities with a view 
toward allocating responsibility for various functions and services now financed 
by grants to the proper level of Government. Without a: irly study followed 


ip by legislative action we are likely to have a furthering of the complexity and 
cost of these activities 
GROWTH OF GRANTS-IN-AID 


\ review of the growth trend of grants-in-aid shows how far we have already 
gone toward centralization of direction and financing of Government services 
dealing with the everyday lives of the peopl 

The system of Federal grants-in-aid to States and local units got its start in 
the early days of the Republic with the institution of land grants to States to 
promote education. But the system of cash grants gained real impetus only 
after the Sixteenth (Income Tax) Amendment to the Constitution was ratified 
in 1913. With the new revenue potential available through Federal taxation of 
incomes, the National Government soon expanded the grant-in-aid system. 

The agricultural extension program came into being in 1914, the Federal 
Aid Road Act in 1916, vocational education grants in 1917 and public health 
grants in 1918. By 1920 total grants-in-aid had risen to $77 million from $5% 
million in 1915. The cost of grant-in-aid programs reached $114 million in 1925 
with most of the increase being in the highway aid program. Then there was 
relatively little change in the number or cost of grant programs until 1933. 

During the first 2 years of the Roosevelt Administration huge sums for unem- 
ployment relief were provided by direct payments to individuals and grants-in- 
aid actually decreased. With the adoption of the Social Security Act in 1935 
several new grant-in-aid welfare programs came into being and total outlays 
for grants rose sharply. In 1937 some 20 grant-in-aid programs cost over $290 
million and each year since then, with the exception of 1946, the annual outlays 
for grants-in-aid have increased. By fiscal 1952 Federal grants to States and 
local units were being made through 48 different programs and their cost had 
mounted to $2,365 million, or 8 times the amount of grants in 1937. The budget 
estimate for the current fiscal year is $2.8 billion. 


RELATIONSHIP OF REVENUE SOURCES AND GRANTS-IN-AID 


An illusion has grown over the years in the minds of many that grants received 
by States and localities from the Federal Treasury are in the nature of gifts 
that Federal money comes free. The truth of the matter is, of course, that all 
money paid out to the States for these programs must first come to the Federal 
[reasury in the form of taxes or borrowing from the people in the States. 

In its efforts to find the revenues to provide for ever-increasing grants as well 
as for other expenditures the National Government began to utilize tax sources 
which more appropriately belong to the States and localities and can more 
effectively be utilized by them. This, in the words of the Hoover Commission, 

makes it more difficult for State and local governments to secure their own 
revenue, and hence stimulates pressure from more and more groups for mort 


and more grants. 





\ reexamination of grants-i1 ) reversing their growth trend 
will at the same time require il tax programs. While some 
services financed by grants mig ith entirely, many er 
undoubtedly be continued by ts eve f Federal grar f 
them are eliminated But if ‘arrv on such service to the 
extent needed, it will be necessary for the F ‘ral Government to reling h 


some tax sources to them 














In view of this relationship between grant-in-aid and revenue sources suggest 
that H. R. 4406 be amended in line with 8. 1514 as it was passed by the Senat 
The principal amendment is one to section 38 (a) which would extend i 
of the Commission to studying “‘the interrelationships of the financing of this aid 
and the ‘ces of financing of governmental programs.”’ The other changes are 
in the 1 » of perfecting amendment 
Chess amendm«e assure that the pro lem of revenue ources vy | ¢ 
udied coneurrently v ( ! 1 of Fe rai grant prog if \ 
of revenue sources she d also iead to the eliminat 
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TAXPAYER REPRESENTATION ON COMMISSION 


In conclusion I want to stress the paramount interest in this matter of the 
taxpayers asa group. While it is important that the various levels of government 
have representation on the Commission because of their administrative responsi- 
bilities, it is equally important that taxpayers be directly represented. Such 
representation might be selected from groups which have been active in the field 
of = ral, State, and local fiscal matters. These would include the 32 State and 
regional chambers of commerce comprising the Council of State Chambers of 
Commerce, the various State Taxpayers Associations and others. In proposing 
the establishment of this Commission, President Eisenhower did indicate it would 
include representation of the general public, but nevertheless we want to be on 
record in our belief that the interests of the taxpayers as a group must be repre- 
sented on the Commission. Taxpayer representation on the staff of the Commis- 
sion would also be desirable. 

[ might also suggest, in view of the tax problems involved in the proposed 
Commission’s study, that the members to be selected from the Senate and House 
include representatives of the Senate Finance Committee and the House Ways 
and Means Committee. 


STATEMENT OF VERBON KEMP, EXECUTIVE DIRECTOR, VIRGINIA 
STATE CHAMBER OF COMMERCE 


Mr. Kemp. Thank you, Mrs. Harden and members of the com 
mittee. 

In addition to representing the Virginia State Chamber of Commerce 
and the Council of State Chambers, I represent 13 other State cham- 
bers by their specific authorization. Mr. Osmers just mentioned the 
New Jersey State Chamber, which is one of them. Those State 
chambers have concurred in my statement. 

You, of course, are familiar with the background of Federal aid 
and grants-in-aid, and so on. I would like to say for the Virginia 
State Chamber that we have been concerned with this matter for 
some time. We have a questionnaire that I would like to leave with 
you, which we issued last year to our 5,500 members. It is certainly 
Imposing as a questionnaire and you can see the scope of it. It asks 
for their opinions on the Federal grants-in-aid in Virginia. 

Included therein were certain grants-in-aid under the Veterans’ 
Administration which normally are not included. The tabulation 
reflects 892 replies. I would like to file that with you to show the 
opinions of the leaders in Virginia. That is a supplement to the formal 
statement I have here. 

(The questionnaire referred to is as follows:) 
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\Ir. Kemp. Our concern over the drift in intergovernmental rela- 
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i hi 
LLONS has bee 





not only because of their growing complexity, but also 


because of the constant trend towards centralization of government 
functions, authority and fiscal responsibility in the National Govern- 


1 
} 
1 
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ment. Of course, you also know what President Eisenhower had to 


say about that in his campaign addresses 

Federal grants-in-aid to the States have played a large part in the 
trend toward centralization of government in Washington. We feel 
that if this tre id is to be halted and reversed, the Federal orant-in-aid 


System 1s the right 
r 1 


il place to start. 


| 
There should be no further delay in examining the Federal grant- 
in-aid activities with a view toward allocating responsibility for various 
functions and services now financed by grants to the proper level of 
vernment 


1 


[ call your attention to the understandable illusion which has grown 


over the years in the minds of many that the grants-in-aid received by 
the States are free money Of course, we know as a fact and a truth 
Ul Money paid out by the States for these programs must first come 


» the Federal Treasury in the form of taxes paid by the people of the 


\ el strongiy that in efforts to find the revenues to provide 
rr ever increasing grants as well as for other expenditures, the Na- 
tional Government began to utilize tax sources which more appropri- 
ats ly he long Lo th states and localities and can more effectively be 
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This, in the words of the Hoover Commission 
makes it more difficult for State and local Governments to r 
revenue, and hence stimulates pressure from more and more groups for more and 
more grants 

I think that is a pertinent statement that should be considered. 

We therefore thoroughly approve the House bill 4406, as amended 
in the Senate by Senate bill 1514. Those amendments you 
familiar with. 

There is one thing in conclusion I do want to emphasize, Mrs. 
Harden. This is the fact that taxpayers and business people as a 
group have a paramount interest in this matter. It is important, in 
our judgement, that various levels of Government have representation 
on the Commission because of their administrative responsibilities, 
but it is equally important that the taxpayers be directly represented. 
Such representation might be selected from groups which have been 
active in the field of Federal, State and local fiscal matters. These 
would include the 32 State and regional chambers of commerce com- 
prising the Council of State Chambers of Commerce, the various 
State taxpayer associations, and others. 

Although in proposing the establishment of this Commission, 
President Eisenhower did indicate it would include representation of 
the general public, we, nevertheless, want to be on record in our belief 
that the interests of taxpayers as a group must be represented on the 
Commission. Taxpayer representation on the staff of the Commission 
would be desirable in our judgment. 

I might also suggest, in view of the tax problems involved in the 
proposed Commission’s study, that the members to be selected from 
the Senate and House include representatives of the Senate Finance 
Committee and the House Ways and Means Committee. 

| thank vou for the privilege of being here and the privilege of 
addressing you out of order in order to make a plane. 

[I would be glad to answer any questions you may have on our 
position. 

Mrs. Harper. Mr. Kemp, does your constituency consider the bill 
that passed the Senate, adequate? 

Mr. Kemp. Yes. As amended. 

Mrs. Harpen. How urgent does your group consider the passage 
of this legislation? 

Mr. Kemp. I do not know in terms of urgency. In terms of need 
I would say it is an essential piece of legislation. How urgent it is | 
do not know. I think it is fundamental to the changes that we feel 
are going on in Washington to return some of the functions of govern- 
ment to the localities and to our traditional stand of States’ rights 
It is fundamental, and to that extent I would say urgent, in my 
judgment. 

Mrs. HARDEN. Have you any questions, Mr. Meader? 

Mr. Mraper. No. 

Mrs. Harpen. Mr. Osmers? 

Mr. Osmers. Mr. ve do you think we will need the subpena 
power in our work o 

Mr. Kemp. | world’ not know. 

Mr. Osmers. But you do not know of any instance? 


are 
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Mr. Kemp. I would think so, but I do not know. I would not have 
an opinion to express. However, we think you need all of the powers 
that are necessary to get the job done, because it is an essential prob- 
lem, in our judgment, that is, this matter of intergovermental relation- 
ships. 

Mr. Osmers. That was the only question I had, Mrs. Harden. 

Mrs. Harpen. Do you have any questions, Mr. Ward? 

Mr. Warp. No questions. Thank you. 

Mrs. Harpen. Thank you so much for coming, Mr. Kemp, and 
for the fine statement you have given us and the highlights of it. 

Mr. Kemp. Thank you. I appreciate your graciousness. 

Mrs. Harpen. When the committee recessed this morning we 
were listening to Congressman Harvey’s splendid statement. Because 
of his vast experience on this subject from the State level I am sure 
we are eager to hear him continue. 

Congressman Harvey. 


FURTHER STATEMENT OF HON. RALPH HARVEY, A REPRESENTA- 
SENTATIVE IN CONGRESS FROM THE STATE OF INDIANA 


Mr. Harvey. Thank you, Mrs. Harden. 

When I left I left copies with all of you, I think, of the report of 
hearings that were held before the Joint Committee of the House and 
Senate in 1949. If you have those copies before you there are some 
references I would like te make that I think would be most pertinent. 

As I was saying when our hearing was interrupted this morning, 
it is rather unusual in this instance to have had a Commission on 
Intergovernmental i istiane working from the lower level up. 
There has been a lot of consideration given to the problem as we are 
now facing it, from the top level down, but this represents as far as 
| know a unique experiment and experience in looking at the problem 
from the local level, and I like to think that the work was rather well 
done 

Much of the material in here will merit the study not only of this 
committee, but of the Commission which I am sure will be established. 
Having had the opportunity to listen to Congressman Halleck in his 
testimony this morning with regard to his bill that is pending, and 
which undoubtedly will be the one that will be approved and presented 
to the House, I would like to have most of my testimony bear upon 
some facts that I think are pertinent to the need for it, and which | 
hope will be helpful to the committee. 

If you will turn to page 165 of the hearings you will see that we have 
listed there, beginning about the middle of the page, some present 
and potential areas of intergovernmental cooperation in Henry 
County. We have set forth there several of the problems that in my 
opinion, particularly when you get down into subsection 2 under I, 
several areas where you will find the problems as we looked at it from 
the local level to the national level, that will undoubtedly be of 
importance to the Commission in considering recommendations to the 
Congress. 

Then turning over to pages 167 and 168 in this report you will find a 
listing there of so-called intergovernmental revenues and so-called 
grants-in-aid. This was for 1944. We assembled this material in 
1945. You will notice that the grants-in-aid for this county alone 
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from the various sources, which includes and is broken down as to 
Federal and State, brings a grand total of $436,272, which, when you 
consider it in terms of just an average sized county that is about 
equally divided between its industrial and agricultural areas or in- 
comes, is a pretty substantial sum. 

It brings right to your attention the impact on the local level of 
these sources of revenue. You can see here from the breakdown 
such as in Public Welfare, tuition support which comes from the State, 
your vocational reimbursement, so-called school relief, Agricultural 
Extension Service and Public Health, the various types of what you 
would term local grants-in-aid. 

Then we go into the State-Federal agencies that are operating 
in the county, but not in the same sense that they are receiving 
grants-in-aid as you would think of publie welfare. In other words, 
they are not administered by locally elected officials. 

You have another considerable breakdown of funds which brings 
the total to $1,157,470. 

Then turning over to the next page you have listed types of pro- 
erams, where the Federal Government has direct loans out with 
people within the county, all of which, of course, are part of the 
impact on the Federal budget. 

I might add, just in passing, that item No. 4 on page 168, the REMC 
you can see at this time, the loan had been partially liquidated. 
Nearly a half billion dollars had been loaned to our Henry County 
REMC of Federal funds. Just last week that loan was amortized 
in full and it was the first of the county loans in the whole United 
States to be amortized. That issignificant to me because as a factual 
matter, not that there has not been a great deal of debate about the 
pros and cons of it, but it has proved in other words that whethe: 
you believe in the program or not it does not necessarily follow that 
because you did not believe in the programs that they were not sound 
financially. 

Mr. Meaper. Might I suggest that for the record and for the 
benefit of posterity who might not know all of these alphabets Con- 
gressman Harvey is using, that he might enlighten us on what REMC 
is. 

Mr. Harvey. I am sorry, Mr. Meader. I probably should have 
done that. That is your Rural Electrical Membership Corporation, 
which is a local division of REA. If there are any of those other 
agencies or alphabets that you do not understand I would be happy to 
explain them to you. 

Then coming on down lower on the page there on page 168, there is 
a rather interesting breakdown of revenue collected in Henry County. 
If you look at it, particularly the second section of Henry County 
for 1944, and coming down through that, you will find when you get 
to items 8, 9, 10, and 11—the last 4 items there—that you pick up a 
total of about $8 million. That $8 million is Federal tax out of a 
total of $11 million. 

There are several very logical conclusions that I think you can get 
from that. One is that it is definitely an established fact that today 
Federal taxes far outweigh the cost of maintaining local government. 
Most of our State revenue is paid through the form of gross incom 
taxes, which is our method of maintaining our schools in liaags 
So you have this breakdown not only of Federal money, but most of the 
money paid in the form of State taxes to support State government. 
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You will see that even that represents a rather modest share of the 
total amount of taxes 

I have had some years of experience in fiscal affairs and tax matters 
and I am not going to be in the position of drawing blanket indictments 
at all. However, I do want to say this: That in my judgment we 
have been, all of us, I suspect, a little guilty—and to some of you this 
may seem heresy—a little guilty in saying that while we paid in, for 
example, in Henry County, $11 million and only got $436,000 back, 
the assumption being that they are not getting but only a fraction 
back of all they paid out, so in some manner or other we were bilked, 
forgetting the fact, as I tried to emphasize to my folks, that we do not 
expect in supporting a Federal Government—and it is a very, very 
expensive proposition—to get back a dollar from Washington every 
time we send a dollar here. 

However, I think it does emphasize, that is, this fiscal picture as it 
affects one county— and it is a rather typical county—that very 
likely the Federal Government could very logically divorce itself from 
some of these programs and permit the States and counties and cities 
to carry on the program themselves from their own tax sources and 
in the fashion that they deemed best. 

I think I should explain that the first 5 years after I graduated from 
college I taught under the Federal-aid program. So I have had a 
little personal experience with these so-called Federal-aid programs. 
The open nee that I have had is briefly this: 

In the beginning probably many of these vocational types of pro- 
grams would not have been established shieal an incentive, which 
was undoubtedly the purpose originally in setting it up. But, I do 
know this too: That the long arm of the Federal Government reached 
clear down to that little township se nae and so directed the expendi- 
ture of their share of the funds that the whole high-school curriculum 
had to be built to conform to the jeans which I taught. It is further 
evidence to me not that the Federal Government should not follow 
to its final destination the dollars it grants, but that in many instances 

does make for an unworkable type of program, and I think empha- 
wb s again the need for us to look at our whole efforts on the Federal 
level and determine whether or not we could not well turn some of these 
State and its subdivisions for administering, and 
wher > if would be more satisfactory to everyone concerned. 

You have been very kind in giving me your attention and I just want 
in conclusion to call your attention to page 146 of our hearings and to 
our findings there. I will read from there. 

| think it is rather significant in view of the statement vou wil 
find there because this was before, to the best of my knowledge, it 
had been presented seriously at the Federal level. It is as follows: 


programs over to the 


We had found local, State, and Federal officials ready and anxious to pool our 
resources and search for better ways to utilize present services efficiently and 
develop new ones without overlapping and gaps. In view of these experiences 
and beliefs we strongly urge early passage of a bill setting up a National Commis- 
sion on Intergovernmental Relations which will utilize the talents of citizens as 


well as public officials. We feel that such a national Commission will help speed 
development of a self-tightening gearing process which will enable our local, State, 
and Federal governments to effectively meet the ever-changing and ever-growing 
problems. 

We are convinced that new achievements lie ahead for our form of self-govern- 
ment if we accept with deep faith and adventurous spirit the opportunities and 
responsibilities facing us. 
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I had a part in helping to draft that some 9 years ago, and I think 
it is particularly interesting to me that it does have something of a 
prophetic import. 

1 would be glad to answer any questions you might have. 

Mrs. Harpen. Mr. Harvey, do you feel that the Halleck-Taft bill 
provides for the essential points in your own bill? 

Mr. Harvey. I think so. Yes; I think insofar as the purpose of 
both is concerned it is probably, I might even say, a better bill. It 
has had more screening and more thought and consideration. 

Mrs. Harpren. The next question is, Do you feel it is urgent that 
Congress act on this matter this year? I believe your reading the 
statement from your hearings here answered that perhaps, did it not? 

Mr. Harvey. I think so. Yes. It is not urgent possibly in the 
same sense that we would have to have action on it in the next 
few months, or in a year, to prevent serious repercussions. It is 
more in the nature, | would say, of a chronic problem rather than a 
new one; and that the mere fact that it is a chronic one has been 
probably one of the reasons why it has been permitted to dawdle 
along as it has. 

Mrs. Harpen. Do you have any questions, Mr. Meader? 

Mr. Mrapgr. Yes, Madam Chairman. 

I was very interested in your statement, Representative Harvey, 
and I can see that you have given a great deal of personal thought to 
it, even extending apparently to the time before your service in Con- 
gress and then later as a former member of this committee. 

Mr. Harvey. Thank you. 

Mr. Mzaperr. I think sometimes we in Congress are prone just to 
deal with general ideas and objectives. We are so concerned about 
the bread policies that we do not take the care in drafting legislation 
that perhaps we ought to. That is what I would like to direct your 
attention to for a few moments, because I am concerned about some 
of the features of the Senate bill and the Halleck bill. I do not know 
whether you were here when I raised certain questions with Repre- 
sentative Halleck this morning. 

Mr. Harvey. Yes; I was. 

Mr. Mraper. I am concerned about the lack of the subpena power; 
the requirement to follow civil-service rules, laws, and regulations in 
the selection of the staff; and I am also concerned about the description 
of the mandate of the Commission. I have a feeling that it is not as 
broad as it ought to be if the job we all have been talking about is to 
be accomplished. I would like to have your comments on those points. 

Mr. Harvey. I would be very happy to comment on them. It is 


my thinking with regard to the subpena that it would probably not 
be necessary. Iam of the opinion that the people most vitally con- 


cerned are those who are interested and are active in State and local 
government, and that there is such a wealth of information to be had 
without subpena, that I would not offhand be of the opinion that sub- 
pena powers should be necessary. 

It might be possible, as you expressed it, that the mandate might 
be a little more strongly worded. 

Would you be kind enough to point out in the bill a specific section, 
Mr. Meader? 

Mr. Meaper. Well, I read your bill over for the first time this 
morning while you were testifying. I have a feeling that H. R. 4848, 
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a 


your bill, does make it a little plainer just what this Commission is 
supposed to do. 

The thing that disturbed me was the language of section 3 (b) under 
“Duties of the Commission” of the Senate bill S. 1514. That is on 
the bottom of page 3 of the version I have. It may be different on 
yours. 

' Mr. Harvey. Subsection (b) of section 3? 

Mr. Meaper. That is right. ‘‘Duties of the Commission.” 

Mr. Harvey. Yes. 

Mr. Meraper. It seems to be pitched on Federal aid and investi- 
gation, I suppose, of Federal grants-in-aid programs. That seems 
to be to me only one phase of the question of relationships between 
the Federal Government and the State and local governments. 

Mr. Harvey. | am inclined to agree with you. I feel on the basis 
of our findings out there that the Federal-aid phase of the whole 
problem is only 1 facet or 1 segment. There are many other prob- 
lems, as I think we set forth in our report here, as you will notice. 

We went into detail, breaking down certain communities as to the 
evolutionary thing that had happened to a certain community over 
a period of 50 years to indicate how it had changed in its makeup. 
Since it is a typical county the facts that we learned there are of na- 
tional importance, and it was our thinking that the so-called Federal- 
aid phase, while it was important, was probably only one segment of 
the problem. 

Mr. Meraper. Now the remainder of it as to the mandate of au- 
thority, by putting in section 3 (a), ‘“The Commission shall carry 
out the purposes of section 1 hereof,” is rather a loose way of describ- 
ing a mandate, it seems to me. 

Mr. Harvey. Yes. The concluding statement back there in the 
opening section says: 

It is further necessary that intergovernmental fiseal relations be so adjusted 
that each level of government discharges the functions which belong within its 
jurisdiction in a sound and effective manner. 

I hope I will not be considered unduly critical if I say that that is 
sort of a platitude. 

Mr. Meaper. Yes. And I suppose that is about the only thing 
that could be called an objective, that is contained in section 1. The 
rest of it is more or less argument, asI see it. It says: 

Because existing confusion and wasteful duplication of functions and administra- 
tion pose a threat to the objectives of programs of the Federal Government * * * 
That is not an objective, or a purpose. It seems to me it is pretty 
hard to call section 1 a statement of purposes of the Commission. 

Mr. Harvey. We approached it in a little bit different fashion in 
section 3 of my bill on page 5. I have given a broader approach 
to the problem. 

Mr. Meaper. Yes. You have a list of five specific areas of investi- 
gation. 

Mr. Harvey. And I think that is in answer to your question. 

If I might humbly suggest to the committee—and I know that 
you are under some pressure, if that is the proper word, to accept the 
bill as passed by the Senate—certainly it is worthy of your con- 
sideration that the objectives be set forth in a little clearer fashion 
and broader fashion. 
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Mr. Meraper. Another point I raised dealt with civil service 
the Commission is given a deadline of March 1, 1954, meaning it will 
probably have to do its whole job in less than 9 months. Do you 
think they ought to have their hands tied by having to recruit their 
staff through civil-service procedures? 

Mr. Harvey. It would be my judgment; no. I think it is going 
to be a very tough job, and if I were on the Commission I would 
welcome the opportunity to recruit the staff. It will only be a small 
staff. After all, there will not be very many people involved actually, 
and there should not be. 

I think there are so many people whose background and talents 
would make them available that in my interpretation civil service has 
its greatest value in protecting and solidifying the service of a career 
men in Government, and this certainly will not be a career-type job. 

Mr. Mraper. I was a little surprised to hear you say that there 
would not be a large staff. Do you have some basis for saying what 
kind of a staff this Commission is going to have? 

Mr. Harvey. No. I was only speaking of what my judgment 
would be in the event that the legislation is passed and a staff is 
recruited, 

Now, Mr. Meader, I think you will agree that we had in this effort 
here, the Commission itself, as I told vou, were unsalaried, and I think 
were pretty broadly selected to represent all the people that worked. 
The Commission is listed on page 146 with their background. We 
had only two paid members on our staff, and I think we accomplished 
a creat deal, 

Mr. Mraper. You probably drew upon county officials and State 
officials, 

Mr. Harvey. No. We had some county officials on the Commis- 
sion, but they only served as commissioners and not as staff members. 
My estimate would be that a staff of 15 to 20 people should be 
adequate. 

Mr. Meaper. I am surprised to hear you say that a staff that 
small is going to attack this huge area of problems that everybody 
agrees needs to be clarified, and be able to accomplish much in 9 


months. We have a very small staff on this committee, and I would 
like to sav right here that 1 think the staff, even in the short time 
we have been in business in the 83d Congress, has done a pretty 
evood job in delving into questions in this field It is a very interest- 


ing and a very difficult field. 

My own view is that we in Congress ought to have the courage to 
build up our fact-finding instruments—our investigative staffs—and 
find the facts and legislate on the basis of those facts, and not pass 
the buck to a newly created commission. But, if we are going Lo 
create a commission and give them this broad authority, then it 
seems to me they have to have some helpers to go int» it. 

You are going to have more Commissioners than you have staff if 
you do not have a staff of 25 people. 

Mr. Harvey. If you will pardon this personal illustration—and | 
think it is a worthy one—Mr. Ward remembers, I know, the incident 
when our subcommittee drafted the legislation establishing the agency 
which we know as the General Services Administration. The study 
for that and the recommendations came in part from the Hoover 
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Commission recommendations. But that work was implemented 
with a rather modest staff. 

We have this problem, as I see it, which is the function of the 
Commission, to give an overall viewpoint to the problem and to 
come up with recommendations; and then it will be the duty of the 
proper legislative committees to implement them. It could very 
well be possible, George, in my judgment, that you might have to 
have a larger staff to carry out the recommendations than you would 
to formulate them. 

Mr. Meaver. My feeling is that if this job is too big for a committee 
of eae ‘ss to handle, and we have to set up a n irate Commission 
to explore the subject and decide what ought to be done, that they 
ought to have the proper financial support to acquire a staff and go 
into this whole field and come up with some intelligent recommenda- 
tions. If it isnot going to be that then I do not have much enthusiasm 
for the Commission idea. 

I do not have any enthusiasm for it in the first place. I think it is 
bad legislation. I think we ought to back up our legislative commit- 
tees and let the committees do the work. 

Ilowever, the only sales point to me is that as a practical matter the 
Commission will get the money. The Hoover Commission got $2 
million and that is why I could be inclined to go along with the bills 
before us. But if we have the feeling that the subject has been 
studied fully and the facts are all developed and all they have to do 
is set up a Commission of individuals with high titles, to give weight 
to "% recommendations which are already worked out, then I do not 
think much of that kind of a setup. 

Mr. Harvey. I may be getting outside of my field, and I probably 
am; but again I would say that my approach to it would be if I were 
part of the Commission—and I proba bly will not be—that the staff 
and the Commission itself can and will be able to draw upon officials 
at State and local levels to assist them in getting a great deal of the 
necessary information. 

I think that whereas you might have, we will say, just as an example, 
20 staff members—men who are competent in their fields—they 
could well have two or three hundred people assisting them without 
pay as officials in one capacity or another. 

Mr. Mraprr. Let us take a specific situation, because I think it is 
always helpful to talk about specifics rather than generalities. 

I have been concerned about a problem in this field arising in my 
own district in the city of Adrian. We built an aluminum plant there 
during World War Il. The title held by the Defense Plant Cor- 
poration has now been turned over to the Air Forces. I guess the 
deed has passed from the Reconstruction Finance Corporation to the 
United States Government. 

The ruling of the Comptroller General is that the Federal Govern- 
ment cannot pay local taxes to the city of Adrian, the county of 
Lawrence, or the school district. 

Working with Mr. Ward and some others I have made a partial 
study of possible legislation. There are some 12 or 13 bills, I under- 
stand, now before the Interior Committee, which will go all the way 
from authorizing taxation of a military reservation by local taxing 
authorities to some of a much more limited character, similar to the 
one I have been having under consideration. The reason I have not 
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introduced that legislation and it may be introduced by a colleague 

is because I have some very serious doubts about the precedent that 
might be established where one sovereignty taxes another sovereignty. 
I have had some agitation for State employees to be covered under 
social security. I understand it would be unconstitutional for the 
Federal Government to levy a tax on the payroll of a State, which is 
also a sovereign governing unit. 

There are a lot of knotty problems in just that one little specifi 
phase of this whole question of intergovernmental relationships. | 
do not see how anybody is just going to sit here and not do some real 
digging—digging into the law, perhaps. I think there is more law 
involved here than anything else. It is a very delicate field of relation- 
ships in our peculiar Federal system of dual sovereignty. 

On the one hand we have here the State government which is 
sovereign, and on the other the Federal Government, both operating 
on the same citizens and upon the same geographical area, but in 
different government fields. What we are doing is dealing in that 
relationship between these two sovereign independent governmental 
units. 

I think when you monkey around in that field vou are dealing with 
dangerous proposition. 1 think the Supreme Court has steered away 
from trying to define more clearly the relationship between a sovereign 
State and a sovereign National Government. 

If somebody is just | going to go into this delicate question with 20 
staff members and 25 high-powered individuals and come out with 
some recommendations, | would be very dubious of how useful that 
will 

Mr. Harvey. One of the first objectives we tackled at our local 
level was an interesting one to me. We had the Veterans’ Adminis- 
tration functioning there and in anticipation of the end of the war we 
had also established a State plan establishing veterans service officers 
in the various counties of our State. 

Well, there we had 2 agencies, 1 Federal and 1 State, both operating 
within the same area. We made a distinct effort to attempt to get 
either the Veterans’ Administration to permit our State agency to 
carry out their duties, or vice versa, as a matter of just simplicity in 
Government to get that eliminated. 

Well, we never got any place, and although we made a lot of trips 
and even came to Washington and talked to the Administrator here, 
he pointed out the fact that he was governed entirely by laws written 
by the Congress and that he had no authority to deviate from that. 

So you get into specifics, as you have stated there. Using that as 
an example—and possibly it is not a very good one—but you would not 
expect the Commission going into it and possibly viewing that as just 
one example, and coming back with a general consent agreement from 
the various States that we recognize this and we are willing to assume 
the responsibility, and making a definite recommendation—then it 
would certainly be up to the proper legislative committees of Congress 
to carry out the recommendations. 

Maybe I have the whole concept wrong, George, but that is my 
idea, that these folks can come up—the Commission could and should 
come up with some very definite recommendations, and then it will 
certainly be the duty of the proper legislative committees of the 
Congress to implement them. 
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Again, as I say, it may take more staff members and more money to 
implement these recommendations than it will to make the findings 

Mir. Mraper. That is all I have 

Mrs. Harpen. Mr. Osmers, do you have any questions? 

Mr. Osmers. I think Mr. Harvey has made a very fine and well 
informed contribution to our deliberations. I have no questions. 

Mrs. Harpren. I do know what a very valuable member Mr 
Har ey was to the Indiana State Legislature, and what a great serv- 
ice he did for our State of Indiana while serving in that capacity 

Mr. Harvey. Thank you. 

Mrs. Harpren. The committee is very grateful to you for coming 
here as a former member of this committee and giving us the benefit 
of your vast experience. Thank you so much. 

Mr. Harvey. Thank you very much. 

Mrs. Harpren. Our former colleague, Mr. O. K. Armstrong of 
Missouri, is deeply interested in H. R. 4406, H. R. 992 and related 
bills. We are pleased to obtain an oral statement from him at this 
time 

Mr. Armstrong. 


STATEMENT OF O. K. ARMSTRONG, A FORMER REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MISSOURI 


Mr. Armstronc. Madam Chairman and members of the com- 
mittee. [I am going to speak very informally. I do not have a pre- 
pared statement except for some notes. The matter has been gone 
over rather thoroughly and I think quite effectively. 

May I say that I am speaking only as a private citizen and as one 
very interested in the two bills presented here. 

| take it, Madam Chairman, you are considering als¢ the so-called 
grown bill? 

Mrs. Harpen. Yes, we are considering H. R. 4406, 992 and all the 
related bills. 

Mr. Armstrona. Offered by the distinguished gentleman from 
Ohio, Congressman Brown. 

M 


ay I just say in connection with both bills that I hope very much 


they will be given favorable consideration and report by this com- 
mittee and by the House. I took part in the hearings before the Senate 
committee on these two bills. The question was raised as to whether 
it would be advisable to combine the 2 and make 1 Commission study 
cover the whole thing. There was some sentiment for that. However, 
on close scrutiny it will be seen that each bill has its separate field 
and the cost of either Commission and its work would be very small 
compared to the enormous savings that will be brought about if the 
Commissions succeed in their purpose. 

May I say further that there is no conflict between H. R. 4406 and 
H. R. 992. The Taft-Halleck bill deals with the basic proposition of 
Federal-State relations in fiscal affairs, meaning primarily taxes and 
the sources of revenue, and the allocation of Federal income to 
grants-in-aid to the States 

The Ferguson-Brown bill deals with a further study of the organi- 
zation, functioning and costs of the Federal Government, with em- 
phasis upon determination of what services of the Federal Government 
are essential to the welfare of the people, and what are not. 
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May I say that my interest in these bills goes back to my experience 


in the legislature of my State of Missouri. In the 1933 session of 


that assembly I had the honor to serve as a me mber of the new 
formed Council of State Governments One of our original projects 


eke f ‘ 2 | ] in ] 
was to study the functioning of the Federal Government in its relation 
} 4 } ’} ’ 
to the State ind to determine upon programs that would eliminate 
aupil ation of activities and functions as between the Federal Govern 


ment and the States 


I believe it was in 1935 that w launched the first study of over- 
lapping taxation, with a view to eliminating duplication ol ove rlappin 


taxes as between the Federal Government and the States 

ry 4 wise } 4 . + ] ] ol 4] ‘ 

Chat proved lo be a tremendous LasK, UDG bigger than the Ce neil 
of State Governments or any State Lk cislature could accomplish 
M\ ithout nw Gene ral commission Phat is why | believe that Lis H rile k 
sae | Loe Sate al | ’ ' ; 

Nllis on the right track in providing for a Commission 
' 


Now, I was rreatiy interested in the questions and remarks of the 
1 gentleman from Michigan Mr. Meader. I have the 


distinguished 
] 


ee OE ok a 1 +] Dias ; m4 cia ang 
feeling that the duties and the functions of this Commission proposed 
ee TY 1] ] | 1] . ] . ] | ‘} ] 
uhnael ne Halles iX bill should be spelled ( t more ciearty | O1iered 
I ° , ' 1 - * 
to the Senate committee a proposed amendment which said 
| ( G 1 j ( ? 
hi Dm? Do forthe ac ( ! I i I S 
i t ibdivisions Sta i 
aly order to define me ' f 
red ral ¢ ’ the Stat t he i r\ ( 
f elimir Ing O lleviating duplication of taxat that cause unjust burdens 
1) wri ( rees of pul ic revel r 


The Senate committee in its wisdom took all of the suggestions for 
amendments and apparently lumped them into this one subsection 


under section 3, which simply reads: 


Com n shall earry out the purpost f s ion I 
That seemed to be perhaps the most convenient wav of cover 
} } } 4 +1 
these additi pal duties that had been sugcvested in the he arin’gs Oovel 
and above the principal duties set forth, which was to study and 


investigate all of the present activities in which Federal aid is ex 
tended to the State and local governments 

If this committee in its wisdom, and the House, see fit to pass the 
Senate bill with that wording, I hope it will be made entirely cleas 
that the purpose of subsec tion (a) covers the entire purpose as exp! ssed 
in the preamble. I am not speaking critically of the action of the 
Senate committee, but just in the hope that these things that need 
to be carried out in this study, will be namely, the study of the fiscal 


policies with particular relation to the overla ping and duplicating 


taxes, and the allocation so far as possibl of the sources of revenue 
to the Federal Government and to the States and their subdivisions. 
Furthermore, that there will be included in this the study of what 
functions should be carried on by the Federal Government, and \ hat 
should be carried on by the States If that is done then | think the 
purpose of the bill will be covered. 

Sefore I leave this and mention the Brown bill, may I Say that I 
agree entirely with what seem more to me to be the sentiments of the 
centleman from Michigan, Mr. Meader. I do think that in the selection 
of personnel this Commission should not be controlled by the civil 
service law al all. They are going to have to select the perso! nel 
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quickly. In my opinion the minimum requirement would be 50. I 
cannot speak for the sponsors of the bill whatever, but it just seems to 
me that the work is going to have to be done so hurriedly and yet so 
thoroughly, and with experts, that it would be tragic to wait perhaps 
3 months to bring in these people, and under security check try to 
secure personnel for this Commission. 

In regard to the Brown bill, H. R. 992, it seems to me that the best 
thing about this very meritorious proposal is this: Its commission 
would seek an answer to the question: “Should or should not this 
activity be carried on by the Federal Government?” 

The high purpose and the greatest accomplishment of the Hoover 
Commission, established by the SOth Congress as a bipartisan effort. 
was to bring about better organization within the Federal Govern- 
ment, with resulting greater efficiency, and to some extent greater 
economy ot cost. 

The new Commission hereby proposed would extend the work of 
the Hoover Commission by further proposals to eliminate duplication, 
consolidate services, limit functions of government, and the like; 
but it would accomplish its most important work in determining 
whether or not any given service should be retained, modified or 
abolished. 

I had the honor to serve as chairman of the committee on govern- 
mental organization in my State assembly in 1943-44, and at the same 
time as a member of the Council of State Governments under the 
chairmanship of the then Governor of Minnesota, the Honorable 
Harold E. Stassen. In our State we launched a sweeping reorganiza- 
tion of boards and commissions based upon mandates of a constitu- 
tional convention. It was our experience, as it is often the experience 
of those who serve in State assemblies, or on commissions appointed to 
survey State governmental services, to find that by combining boards, 
bureaus and commissions, we do not necessarily bring about the 
expected economies and lowered costs. Some efficiency may be 
gained, but almost invariably the cost stays the same, or perhaps 
increases. And why? Because we have learned the only way 
materially to reduce the cost of government is to reduce the services 
that are rendered. 

When vou get down to determining if a public service is necessary, 
or whether it 1s needless and, therefore, a burden upon the taxpayers 
then you reach the point where you can give the taxpayers the relief 
that they deserve. I hope that from the study and recommendations 
made by the Brown bill there can be established a new method of 
drawing up the Federal budget. It should become the practice to 
require every agency of the Federal Government to come in and justify 
their requests. Not because they want to expand, or claim to need 
h money, but on th »b SIS of what the y are doing for the public 
and whether the public needs their services. 

In conclusion, Madam Chairman and members of the committee, 
may I say that | am glad that this is not considered a partisan pro- 
posal. I am confident that President Eisenhower, who has urged 
particularly the Taft-Halleck proposal, will select personnel not be- 
cause they are Democrats or Republicans, but because they are gen- 
uinely interested in serving the public. 


so Inu¢ 
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In the Brown bill as amended by the Senate, provision is made for 
bipartisan membership. However, when a party is in power it must 
take the responsibility of leadership in good government 

I made many speeches during the campaign, and in every one of 
them so far as I know I advocated that there should be a reduction 
in the cost of government if it can be done without sacrifice of any 
needed services. I would be strongly in favor of all this work being 
done by the regular committees of Congress if I did not believe that 
you distinguished members of these committees—and from my little 
experience in the Congress I know how burdened you are—if I did 
not believe vou are already overburdened with your regular tasks. 

Therefore, I would like for you to consider that this Commission is 
simply a servant partly of the Congress, and partly of the States and 
all of the people; and that their work will have to be highly concen- 
trated, but that it can result in making good the promises of all of us, 
whether Democrats or Republicans, that we would work for the reduc- 
tion of the cost of government if it could be done. 

Mrs. Harpren. Thank you, Mr. Armstrong, for your continued 
interest in this important legislation and for ‘your very fine statement. 

Do you have any questions, Mr. Meader? 

Mr. Mraper. No, I do not. 

Mrs. Harpen. Mr. Osmers? 

Mr. Osmers. No, I do not have any. It is a fine statement. 

Mrs. Harpen. Mr. Ward, do vou have any questions? 

Mr. Warp. No, thank you. 

Mrs. Harpen. Thank you so much for coming, Mr. Armstrong. 

Mr. Armstrona. Thank you. 

Mis. Harpen. Our next witness is Mr. Keith L. Seegmiller, execu- 
tive secretary of the National Association of County Officials. 

We Bey had an opportunity to review your prepared statement, 


which be placed in th e recoid. Mr. Seegmiller, so that it will not 
be necessary for you to read it. Will you hicl licht it for the subcom- 
mittee, and then we will ask you a few questions? 


STATEMENT OF KEITH L. SEEGMILLER, EXECUTIVE SECRETARY, 
NATIONAL ASSOCIATION OF COUNTY OFFICIALS 


Mr. Seremitier. Thank you, Mrs. Harden and members of the 
committee. 

The National Association of County Officials has had a relatively 
long concern, I believe, in this matter of intergovernmental relations. 
In fact, the National Association was created in 1936 by a group of 
county officials who at that relatively early date were concerned about 
the centralization of the powers of the Government. They created 
the National Association as an instrument for them to use in the hope 
that they could do something about centralization, which they thought 
was not altoge ther good. 

That idea of concern about this trend toward centralizing the powers 
has been the central idea of the association continuously since 1936 
when it was organized. Throughout the years we have endorsed 
proposals which it seemed to us would prevent undesirable centraliza- 
tion, or perhaps reverse the trend and get some of the powers back 
closer to the people where they belong. 
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We have proposed studies of the caliber proposed by the bills how 
before this committee. We have not been under any illusions that 
there would be a return to the so-called good old days. Times have 
changed and there probably are some necessary and wise realinements 
of th i inctions of Government that are necessary. 

We have fel it. however, that the realine ments actually taking place 
have not been well plar ned, and have not been wise in all circum- 


stances; and at least in oe cases powers have gone to the State 
and Federal capitals which should have been kept back in the local 
and State levels, let uS Say. Ther is that much of our general 


thinking 

That leads up to a specific endorsement of a proposal for the com- 
mission study of the kind presented in these bills before us. We 
participate din a conference at the White House in which we endorsed 
t] idea there befor the bill was actually introduced, but the bill 
turned out to be exactly the same idea we discussed there. 

The principal thing we are interested in is not necessarily a study, 
but getting something done. We have been asked a lot of questions 
in this field and could not provide the answers; saa other people 
appar ntly cannot provide the answers, so we are convil 1c ed a study 
Is hh ed d to vet some of the answers 

We have felt that amended 8. 1514 would be the preferable bill. 
That is based on my construction of the bill, which may be wrong. 
I had construed that, as amended, to be a bill calling for a general 
comprehensive study of the entire field of intergovernmental relations 
I had based that on what has been described here as perhaps a very 
loose way of doing it, on the view that section 3 (a) called for carrying 
out the purposes of section 1, and that would provide a very broad 

andate. True, it is not spelled out as well as it should be, but 
sliediaae my construction of S. 1514 is right or not, our view would 
be that the study should be a broad and compre hensive study of the 
entire field. 

We think it would be a mistake to limit it to grants-in-aid. That 
IS One phase, but | doubt that even that subje *t could be intelli gently 

1 


studied if carved out from the whole. I think it is so interrelated 
and close ly tied in to the wh hat the best results, even on that one 
item, would not be obtained if it was carved out 

We would like to see a study of the entire we and particularly 
in the field we are concerned about, the matter of Federal tax exemp- 
tion on 1 S property I suppose the co ces alye sy the impact t of that as 
much at least. and probably more than any of the other le vels of 
government. That is because we have to rely on the general property 
tax almost exclusively for our revenue. 

Whenever, as frequently happens, a very large amount of property 


is taken off from the tax rolls, or a Federal installation is placed on 


property previously owned by the Federal Government, and it brings 

new population, requiring new services, we feel a very heavy impact 

in the untY at the county level as a matter of merely financing the 
services that the State law requires us to provide. 

So \ would } a fae ll be particularly included in it: 

oo, we would hope that held will be particularily meciuded in 1t; 

and if my interpretation of 5. 1514 is right, it would be, because 
: 


something very definitely should be done to relieve that burden on 


the counties who have large amounts of tax-exempt property in their 


ju ISGICLIONS 
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While we recommend a study of Federal tax exemption, I would not 
want the committee to feel that I was representing that the county 
officials will be quiet about this subject pending a study. The burden 
is such that I think they are going to ask for partial and temporary 
relief in some situations, even pending this study, because they do 
feel some relief must be necessary. 

We probably will represert for our association to this or other com- 
mittees of Congress that some specific actions for relief in this field 
should be taken, even before this study is completed. But we do not 
think the matter can be completed satisfactorily on a permanent basis 
without more information, and that is why we ask to have it included 
in the study. 

The matter of payments in lieu of taxes on Federal property, which 

have asked for principally, is not, of course, the entire answer. 
I think county officials generally would desire the Federal Govern- 
ment to own less property. It is not that we care to restrict Federal 
activities. I think there is no county official who would raise any 
objection to the Federal Government’s having all of the property it 


needs for legitimate Federal functions. However, 02% are a =_— 
many who feel that the Federal Government has taken property not 
needed and not appropriate for legitimate Federal functions. a at 
may involve some of the proprietary property that has been mentioned 
before the committ earlier 

I think county iciale generally would feel that very substantial 


portions of the property, especially the industrial and commercial 
property, could very well be released by the Federal Government and 
turned back to private ownership. From the point of view of local 
tax revenue that would be our preference. We would rather have it 
for private ownership than have the at ments in lieu of taxes. 

However, insofar as the property is needed for legitimate Federal 
purposes, we feel exen ipting it from ceeded Is imposing an unjust 
burden on the localities. 

In my statement we have endorsed the Commission xs such the 
size and composition of the Commission; and in the light of whatl 
have heard here today, I think I should elaborate on that a little. 

We think for this particular study the Commission would be prefer- 
able largely for the reasons mentioned by Congressman Halleck this 


morning. He pointed out that the adjustments in this field, if they 
turn out to be what we expect th ‘m to be, will not be all one-way 
adjustments. They vill require cong rressional action, no doubt. But 


we do not suppose that everybody is out of step but us. We think 
they may require county action, too; and State action and city action. 

If that be so we are going to have to have a very wide citizen support; 
and that is going to require very wide citizen education 

Thinking in terms of my own job, if this Commission is created and 
submits a report which is sound—and we expect it to be a sound 
report—it will be my job as secretary of the National Association of 
County Officials—if I may use the terms of the trade—to sell it to 
my membership. 

Again, briefly using the terms of the trade—and I am sure [ will 
not be misunderstood—I am sure I can sell a report of what I can 
describe as ‘‘our’’ Commission, much better than I could of what they 
would think of as “your’’ Commission. I am sure you understand 
what I mean on that. 
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From that point of view of getting this over to our people and to the 
many county officials, and city officials, and State officials who will be 
required to act to implement the es I believe, Madam Chairman, 
there will be a decided advantage in having the Commission of the 
type instead of a congressional icenitien 

Of course, that is in no wise critical of the typical activities in 
Congress through known committees, which I think in matters purely 
of a Federal nature are understandable. But for reasons stated |] 
think there would be a decided advantage to go to my own people 
with, “this is a report from our Commission which we participated 
in.” It is ours and it is much easier to sell it. For that reason I 
believe there is that advantage to be gained. 

The early var { date is also approved by us I suppose that is 


induced primarily again because we could not sell our people on a very 
long study. We have hae | studies that have been very disappointing 
rightly or wrongly, und regardless of the cause for them. I am not 
imputing any bad fa ith, of course, but, rightly or wronlgy our expe- 
rience has been that studies have been studies, and nothing more. 

I would have a very difficult time in getting my county people to 
support a study of this sort if it had an ‘indefinite or long postponed 
report date I do not think the Commission we are talking about here 


co I | possib ly provi le all of the ar nswers in the field before March 1954. 
I am not under any m isapprehe nsion about that at all. But I do 
think they could provide some answers 

Whether additional answers should be obtained through giving 
the Commission new life, or whether they should be obtained through 
ee committees would be a matter that should be con- 
sidered at that time. But the disadvantage of a short time would 
be more t] ~ offset by the advantages of an early report date. 

We think by that time something of value and something worth- 
while can be submitted, and we can consider anew further studies 
at that time 

I have in my statement that another area we would hope would 
be included would be that of public assistance. If the bill provides 
for general comprehensive studies as I have construed it, that too 
would be included. 

Of course, we approve the idea of restricting it to Federal-State 
and Federal-local relations. The Federal Government properly would 
have no interest in State-local relations. 

I believe that about summarizes It. 

Mrs. Harpen. Do you consider that the Senate bill, as amended 
and passed, meets the requirements of your association? 

Mr. SeeGmitter. Under my construction of it, that it provides for 
a broad and comprehensive study. If it does not—and I concede 
the wording of it is at least doubtful—I would hope it would be 
changed so it would be a broad, comprehensive study and not limited 
to one field. I think that would be a mistake. 

Mrs. Harpen. Mr. Meader, do you have any questions? 

Mr. Muaper. Yes. I would like to ask Mr. Seegmiller about the 
matter of tax exemption. I presume you heard what I said to Con- 
gressman Harvey about the subject which came up in Adrian, Mich., 
in my district. Have you given any thought to actual draft of 
legislation to give relief to the county or local governmental units? 








ge 
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Mr. SeeGmiutuer. Very considerable, Mr. Meader. We prepared 
a bill for a congressional committee as early as 1947, I believe. Our 
proposal was that there would be payments in lieu of texes on all of 
the Federal property with the exceptions that would cover the purely 
governmental activities. We excepted office buildings, the mints, 
national cemeteries, and post offices—and | have forgotten all of them 
that were listed. But it was those properties that for a long time 
and traditionally had been used in the regular functioning of 
ment, we excepted. We thought that everything else should be 
subject to payments in lieu of taxes. 

At that time, at the insistence of many of our members in the 
Western States, we even felt that the public domain should be included 


ol vovern- 


Later we participated in consultations with the Bureau of the 
Budget in preparing the bill that has now been introduced identically 
as prepared by the Bureau as 5. 788, and it is in the 2 or 3 bills in the 
House. I have forgotten the numbers of them 

We did not think that that bill provided quite the relief we should 
have, but we supported it because it would provide very substantial 


relief and would certainly be a step in the right direction. 


I think we may urge congressional committees to consider a_ bill 
along that line even though this study is approved and is going on. It 
seems to me a bill of that general type would grant immediate relief 


It Is restr ted to prope rties which everyone seems to he pretty well 
agreed should have payments in lieu of taxes; and 


2 orthwhile first step without disrupting the picture too tar to make 


} ae 
probably it would be 
I 


proper adjustment when this study is completed 

Mr. Meraprer. Just at first consideration it strikes me that the 
payment in lieu of taxes method, rather than a provision that Federal 
property should be subject to local taxation, would be preferable 
The reason I say that is that I tend t 
one governmental unit taxing another onc l wonder where it will 
t starts. I think it is bad in principle. 
If we made all Federal industrial property which had previou 


been on the tax rolls in the name of a Government corporation 


o shy away from the principle of 


ever end if 1 


continuously subject to local taxes, we might find the appropriating 
power of the Congress vested in the hands of thousands of local 
covernmental units. We might never know what we would have to 
raise in Federal taxes to pay the taxes to the local units. They might 


raise their tax rates, or reassess the value of the property. 
In a sense Congress, to that extent, would be losing control over the 


expenditures of the Federal Government. 


Mr. See@MILuier. Our entire approach has been with full recogni- 
tion of what you have said. We have never proposed—and I am 
sure very few if any of our county officials would propose—that Con- 
“ress should relinquish control of this field We think il should be 
by action of Congress, and subject to repeal by Congress. We never 


would ask 

the whole interest is such that the Congress could never, in its proper 
performance of its duties, relinquish control. We would like Federal 
legislation which would provide payment in lieu of 
would always be subject to modification by legislation, or repeal if 
the Congress saw fit. I do not think we or our association ever 


that the Congress should relinquish control. We think 


taxes, Dut tit 








} 
i 
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for 


official asked 





isked—and to my k no county ever 
carte blanche authority We asked the Congress to act in the manner 
it saw fit to reimburse us for the loss of tax revenue 
{ rr} 
Mir. MErADER Chat is all 
Mrs. Harpen. Mr. Osmers? 
Mr. OsME! No questions 
. s 7 ; 
\Irs. Harpen. Mr. Ward? 
Mr. Warp. No questions 
rm 1 \T c . . F 7 . 
\Mirs. HArpEN. Thank you very much, Mr. Seegmiller, for present- 
} } 4 \ 4 . . 
fina very splendid manne! he views ot the Vational Association 
ol (‘oO inty Offic ais 
aw ~—_ 
\ir. SeeGMILLeR. Thank you 
' I ] +1 + ‘ ’ 

\irs. HArRpEN. | understand the House will « yvene at 10 o’clock 
morrow, but t mbet the committee will be excused fro! 
tomorrow, Dut the members of the committee will be excuses rom 

| { { } hom » +} | Q : ‘ honine 
their ¢ { on the ioor during the cle Date Oo, We are hoping t iat 
We ( eontinu with our hearing 
¢ C . 1] . 1] R 
statement of Mr seegmiller TOLLOWS 
. IK | ~ R ix iv} > RI rIONAT 
\ 0 F ) ‘) I 
hel I I i \ nial Associati of 
( } l f VANIZATIO 
| i al A ) ( i i 1, embodied in bills 
( 1 ( a < i e relationships 
reat i ( ! Li ( ic 
l i { { fat W ive 
| 9 } ' r ‘ f } er Ee! ince 
\ 1] We ; | 1 for ly of the 
T f ( ) D eyvera ears 
10 i i al Is Arms 
ne pected to met tl 
ra gre ul 1 ) i vubt } ever 
¢ re l t | rym t have brought 
le ate e! are ( re ( i I ( lusive domai 
Sta ! ent (‘o er \ yrvve of local governments 
gar la il ‘ a { ve repercussion 
I f tl i lar local u \ el o these changed 
( a ! meal and wi mut a ( idy and planning 
\\ ! are ava eT ( idie particular portions of the 
f a aln t ull exan A ‘ re area. Piecemeal 
it pla ha f Lalac t in many instances 
1a) 9 of f econtusio a eful onverations maki? 
r (rove ( efici t ( efte ive thar ould be A study of 
w under co lers aur Bile suns uld bring together 
i i a ur ( I ( pa il aqdqd aad nal rormation not 
‘ , abl 1 f ’ ( ! ( I ind lative action, 
\\ f at of tl ( ral ls before the present ¢ iwress, S. 1514 is best 
s 1 +0 accomplis e ta at needs to be don Chis bill, originally identical 
to | R $406 Was pine i the Senat com! ee Oo broaden its scope, 
aec e Senate Cor ‘ feport No. 215 oO] clude all aspects of the 
pro rol e Federal Government in relation to the States and their political 
sul sl Presuma is was intended to be ac plished by subsection 
> (a) I I the Cor s1i0n to earryv out t! broad purposes of section 1 
Vv t s broad das pe of the proposed study is desirable The prob- 
s of ergovernm: al relations are considerably wider than Federal grants- 
n-ait Phere a close relationship, however, among all of the several aspects 
of inter ernmental rela and it is doubtful, therefore, that the program of 
Feder rants could be effe« ely idied if carved out for separate consideration 
Moreover, tax exemption of federall ywned porperty now apparently included 
r study in e Senate bill sa pecially severe impact upon counties, and any 
Si ahas fa yn leading f fry this impact sec o us to be a matter of 
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first priority The general property tax is the principal source of county re le 
and the tax base of counties is seriously restricted, therefore, where thre leral 
Government owns any substantial amount of real property ) Is particular 
point, we think the study should be even wider than t Senate repor 
contemplate Indeed he language of é ll seer broad an the de 
of it in the report The report says e study to | ) f hard I 
from Federal acquisitions of property in “extended F‘ ral activi the 
national-defense program.’ However, the burd of Federal tax exempt i 
not restricted to the Government lefense act ties The stud ( be 
coextensive with the hardships upon local governments Che bill provides f 
carrving out the broad policy stated in section | Despite the report, ther 
the scope of the bill seems adequate In anv « t, we would recomn 1 i 
the law as finally ena 1 should not be rest ed : sti f ta 
to that r Iting from defense activitie 
More as a matter of de pera than of log ( L\ ) t 
re ve t mre ire relsuth from Feder tax . ) ! 
rant vid I ther circumstances i natter of Federal ta 
is frequently | | lin the thinki: rf ible people | i 
( yught b that the formulas for distribution of funds under | ; 
might be weighted in favor of a wing large amour of federally « ‘ 
f ha met end tl t Hows ve bel { 
little, if ar ) 1 basis for directly relati \ prot i \ ust 
ire | ) related, the rela hit 1 } ascertained 
idyv, and rel i tter 
rt r i elt ( 
‘ t hye ( t ‘ S a { ] lar j uf ; 
ur re l ( l | I rr ) 
l ( I it co ( 
i ! ( a 
| yird f i ( ! eX { 1) i 
I liate re ‘ ( eve ( } 4 a 
Accord les] l 1 ( t ( 
( 1 ] ( pI | ¢3 
( j 
( prop 1 ul 1 ( 1 1 l e Trank i 
) ¢ robl ( 1 ( t i 
con tl 1 I Cast ol il ( 
for 1 I ul ur uli¢ ! i I ( ‘ 
( tv off als ce I t que ( rod! Feder ( 1 
takir 1 as ij iV need the i e or [01 
Feder ‘ Chey do feel, however it freq ( ‘ ed 
uwsessed and that conflicting local Is a cast 
eval inv ¢ t, the need e Federal Gove 
( ws they ave beer Treque ly the pa i ( ) e of ( ca 
vernime 1 
We are specially pleased with the provisior oth H. R. 4406 and §. 1 
would require the proposed Co i mn to final repe ‘ 
Mareh 1, 1954. This will go far to co era the tend imo 
‘ ials to look upon proposals for study as techniques of rastina \ 
} ome experience Whi lends upport to apprehens n further 
“ lt in nothing more beneficial than further inaction | be ¢ i 
1 ve ma e pect that somethin ‘oncrete ill be acecomp ed in t f 
congressional consideration and action dur fe of the present Co 
Certainly very much can be accomplished before the report date of Mar 1 of 
next vear. Whether more remains to be done and should be done after that d 
should be considered anew by the Congress at that time 
he size and composition of the Commission prop 1 in H. R. 4406 a 
1514 seem to be good Presumably appropriate representation from ( 
agencies of the F leral Government and f1 n State and local ¢ ernment 
be provided for by the President in selecting the 15S members to bi appointed 
him. Che point of vie and un jue knowlege from each of the general types ol 
governmental units should have representation on the commission and the iml 
of Presidential appointments provided for should be sufficient for that purpo 
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This was the thinking of the Senate committee as shown by the following excerpt 
from the committee report: 
rhe committee concluded that it would be preferable to rely upon the Presi- 





dent to appoint these 15 members solely on the basis of qualifications and experi- 
ence and without reference to political affiliation or activity. This will enable the 
President to appoint persons who are properly representative of various interested 
groups, including governors of States, members of State legislatures and rep- 
resentatives of State, county, and municipal associations as well as local govern- 

ent it would also leave him free to include representatives of labor, industry, 


, agriculture, taxpayers’ associations, and others with specific qualifica- 


fields of health, education, and social security 

From the point of view in the counties, a second area especially needing study 
is that of public assistance included in 5. 1514 as amended. On one side, Federal 
rants for this purpose are very substantial and on the other, administrative 

ponsibility is largely with county officials. There appear to be important 
in this program and we assume that study of them would be 
called for by law such as that proposed by 8, 1514. 

Finally, it is pointed out, with approval, that S. 1514 carefully restricted in 
scope to a study of relations of the Federal Government to the State and local 








governments. No studies or recommendations are authorized of relations be- 
tween the States and their subdivisions. 


(Whereupon, at 5:05 p. m., the hearing was adjourned until 10 
a.m., the following day.) 





COMMISSION ON INTERGOVERNMENTAL RELATIONS AND 
COMMISSION ON ORGANIZATION OF THE EXECUTIVE 
BRANCH OF THE GOVERNMENT 


THURSDAY, MAY 14, 1953 


House or REPRESENTATIVES, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTE! 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, dD. ¢ 

The subcommittee met, pursuant to adjournment, at 10 a. m., in 
room 1501, New House Office Building, Hon. Cecil M. Harden, 
chairman of the subcommittee, presiding. 

Present: Mrs. Cecil M. Harden, chairman of the subcommittee, 
Clare E. Hoffman (chairman), George Meader, Frank C. Osmers, Jr., 
and Jeffrey Hillelson. 

Also present: Ray Ward, staff director, L. T. Mahurin, staff mem- 
ber, and Jane E. Morgan, clerk. 

Mrs. Harpen. The meeting will come to order. The clerk will 
call the roll. 

The clerk called the roll and the following members answered to 
their names: Mrs. Harden, Mr. Meader, Mr. Osmers. 

Mrs. Harpen. We are very honored to have with us this morning 
Senator Hendrickson, from New Jersey, who has introduced 5S. 526, 
a bill to establish a National Commission on Intergovernmental 
Relations. 

I understand, Senator Hendrickson, that you wish to make a brief 
statement concerning H. R. 4406 and related bills which are now 
before this subcommittee. Please proceed in your own way. 


STATEMENT OF HON. ROBERT C. HENDRICKSON, A UNITED 
STATES SENATOR FROM THE STATE OF NEW JERSEY 


Senator Henprickson. Madam Chairman and members of the sub- 
committee, | am delighted to be here, and particularly happy to be 
here in connection with this long, hard effort that I put forth both 
before I came to Congress and since I have been here. 

1 am most grateful for the kind invitation to appear here which 
was extended to me on behalf of your distinguished subcommittee, by 
my good friend from New Jersey, Frank Osmers. 

[t is true that in my years in the Senate there is no single piece of 
legislation which has caught my interest to a greater degree than the 
various proposals to study intergovernmental relations. 

Kor 5 years now, I have offered bills to establish a Commission on 
Intergovernmental Relations. Only once, and that was during the 
82d Congress, was my bill approved by the Senate, only to be re- 
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called from the House. That measure received substantial support 
in the Senate 

Madam Chairman, through the years my various bills along the 
same lines have had many ardent cosponsors Not until this vear, 
with President Eisenhower strongly urging a Federal-State relations 
study, was the climate quite right. Now, in my judgment, we have 
our greatest opportunity to make up for lost time. 

Before | go on, Madam Chairman, I would like to submit for the 
record the results of a study compiled for me by the Library of Con 
gress. If 1 may, I would like to insert it in the record at this point in 
my remarks 

Mrs. Harpren. Without objection, you may do so 


The doc ments above referred to are as follows: 


r 


THe LIBRARY OF CONGRESS, 
LEGISLATIVE REFERENCE SERVICE, 
Washi igton, D. C., Februar y 25, 19453. 
LEGISLATIVE E-rrorr To EstTaBLisH A NATIONAL COMMISSION ON 
INTERGOVERNMENTAL RELATIONS 


ONGRES 194 4 

lhe first proposal in the Congress to establish a Commission To Study Inter 
governmental Fiscal Relations was proposed in Senate Joint Resolution 90, 80th 
C ress, Ist session, intr iced in 1 Senate on March 18, 1947, by Senator 
O'¢ OI ihis joint resolution Was referred to the Senate Committee on Ex 
penditures in the Executive Departments and no further action was taken by 
TT TT t | T ( si} ( ) vy { 

8 r ¢ GE ( 

On March 25, 1949, the Commission on Organization of the Executive Brancl 
of the Government (Hoover Commissio submitted their report on Federal 
State relations to the Congress which contained the following recommendation 

We recommend, * * * that a conti ng age y on Federal-State relations 
be created with primary responsibility for study formation, and guidance it 
the held o Federa State 1 t1o B 

The related task for report on Federal-State relations which accompanied 

ie above-ment ed report prepare 1 for the Hoover Commission bv the 
Council of State Governments and was published as Senate Document 81, of 
the Sist Congress This report contains a detailed history of, and the recent 
developments in Federal-State relations. The report also proposes recommenda 
t for a program for the States and a program for t National Government.? 

Che following bills to establish a temporary National Commission on Inter- 
governmental Relations were introduced in the Senate and House of Repre 
sentatives during the first session of the 8lst Congress: 

S« te Joint Resolution 41 Introduced by Senator O’Conor; January 27 
1949 

S. 767 Introduced by Senators Bricker and O’Conor; February 3, 1949 

S. 810. Introduced by Senator Hendrickson and others; February 9, 1949 

S. 1946 Introduced by Senator Taylor and others (including Senator Hen- 
drickso1 May 26, 1949 

S. 3147. Introduced by Senator Humphrey and others (including Senator 
Hendrickson); February 28, 1950. 

H. R. 2389 Introdueed by Mr. Boggs of Delaware; February 7, 1949. 

H. R. 3184 Introduced by Mr. Harvey; March 3, 1949. 

H. R. 3944 Introduced by Mr. S« crest: March 31, 1949 

H. R. 4507. Introduced by Mr. Bonner; May 3, 1949. 


, and House Committees 
on Expenditures in the Executive Departments and joint hearings were held 
before the Subcommittees on Intergovernmental Relations during May 1949 


These bills were referred respectively to the Se 





Federal-State Relat t ( State Governments. 8. Doc. 81, 8ist Cong., pp. 133-134 
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Senator Robert C. Hendrickson appeared before the 
and testified in behalf of S. 810 which he introduc 
to the joint hearings before the Sul 


1¢ 


S fi 


Subse quent 








mental Relations, new bills which superseded the earlier bills wert trod 
by a number of Senators, including S tor Hendrickso1 S. 1946 wa troduced 
on June 13, 1949, and 8. 3147 « February 28, 1950 

S. 3147 was reported to the Senate wit 1 on Jim 99 1950 
recommendations that the bill be 1(S. Rept. 1856. Sist ¢ r Od 

S. 3147 came before the S« 1 oO September 13 and Dee r 15, 1950 l 
Wa ot }t cle d tO On CA h OCCHSIO! bit did hot pa : 

82D CONGRESS, 1951-52 
The following bi to « bli National Commission on Intergover ‘ 
Relations were again introduced during the 82d Congress 
S roduced by or Hendrik and « I Januar 
5 roduced by Senat Bricker; January 16, 1951 
S rodueced by Senator Humphre February 8, 1951 
5 Introduc a. 2 5 itor OC or i 1 oO ( ] ~ : 
ft csson: March 15, 1951 
H. R. 13. Introduced by Mr. Bo of Delaware; January 3, 1951 
H. R. 41. Introduced by Mr. Coudert; January 3, 1951 
H. R. 391. Introduced by Mr. Seer January 3, 1951 
H t. 3303. Introduced by Mr. Hoffman of Michigan; March 19, 195] 
H. R. 3683. Introduced by Mr. Dawson; April 12, 1951 
H.R. 5251 Introdueed by Mr. Ostertag: Augu 20. 195] 
H. R. 7130. Introduced by Mr. Rai Mareh 19, 1952 

These bills were again referred to the Senate and House Commi yn Expend 
tul in the Executive Departments for considerat i The Hous 
held the following hearings on March 12, 1952, at which time a numb f Sta 
officials te ified on these propo als: 

House Committee on Expend res in the Executive Departments Nationa 
Commission on Intergover ital Relations, hearings before the Intergover 
nental Relations Subcommittee, 82d Congress, 2d se on, on H. R. 3683, H. R 
6251, H. R. 3303, H. R. 391, and H. R. 13 March 12, 1952 

No further action was ta by the House committee during the 82d ( I 

The te bills were referred to tl Sube ( Organi i¢ } 
senate Committee ¢ Kxpend I he | ( Departn ] cuti 
hearings were held before he ipcom! er | e bill ol May s1 Mt 
not printed On July 2, 1951 h SubdCcOo ( oO Reorganizatio eed 
ecommend to the full committee that S. 1146 be ported favorabl wit! nend 
me! ind on July 10, 1951, the subeommi mitted th above recom 
mendatior oO ie full con tte or 1 reporté fa i h 
amnetietnat S. 1146 was reported ¥ endments on July 12, 1951 5 (8. Rep 
544, 82d Cong 

S. 1146 passed e Senate on Julv 23, 19? { as referred to tlo 
Co ittee on Ex] ' { | e | irtments on J 24, 195] 
On July 24, 1951, on motion of S | ler pena requested ( I 
of S. 1146.8 ¢ July 25, 1951, the H Co ittee ¢ Exp litu 
Exe Depart ! was di i 1 ) fur er cé id Oo 4 ( 

Was returned to t Senate a la ol ( lotions for ] onside 
calendar No further actio as ta in e 82d Cone 
83D CONGRESS, 1 

On January 16, 1953, Senator H lrickson introd d 8S. 526, a | ) ul 
lish a National Commission on Intergover ntal Rel y whiel } 
pending before the Committee on Go ! nt Operations 

Joint he b the s om! tees I il Relation Con yn Expen 

,ons Res. 41, § S810, H. R.2 I 84. H. R. 3944, and I. R. 4507 (Ma 
12 113,194 

48st Cor 2d s Recor« ol. 96, pp. 14697, 16598 

Senate Committee on Government Operatior Calendar, 82d Cong., July 31, 1952, No. 6, p. 2 

6 Congr mal Record, vol. 97 R46 

7 Congressional Record, vol. 97, p. 8803 

§ Congressional Record, vol. 97, p. 8841 

Congressional Record, vol. 97, p. 8864 

4120—53——_10 
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Re ferences to emarh h / Senator He nad? 1 } mon re l utive lo é¢ stablishing a National 
Commi ion on Interqovernmental Relations 
ission on Intergovernmental Relations, remarks by Senator Hendrickson 


Februarv 7, 1949, relative to 8. 810. Congressional Record, volume 95, pages 


R irks by S tor Hendrickson, April 26, 1950. Congressional Record, vol- 
, pag 75] 
Remarks by Senator Hendrickson, January 11, 1951 Congressional Record, 
Ol e 97, pages 131-133 
he arks VS ator Hendrickson, July 23, 1951 Congressional Record, vol- 


SHAG 4 } ) 
Remarks by Senator Hendrickson, January 16, 1953. Congressional Record, 

volume 99, pages 412, 413 

H. G. Rircuey, 

imerican Law Section. 


COMMISSION ON INTERGOVERNMENTAI RELATIONS 


Mr. Henpricxson. Mr. President, on behs 
sricker], the Senator from Maryland [Mr. O’¢ , the Senator from Wisconsin 
Mr. Wiley], the Senator from Delaware [Mr. Wi ns], the Senator from Kansas 
Mr. Sehoeppel], the Senator from New York [Mr. Ives], the Senator from New 
Jersey [Mr. Smith], and myself, I introduce for appropriate reference a bill to 

sh a bipartisan national commission on intergovernmental relations, in 
whi all levels of government are represented, to study problems in Federal, 
State, and local governments, which make for overlapping services, duplication 
of effort, and sheer waste in tax dollars. 

I ask unanimous consent to make a brief statement with reference thereto. 

Mr. Lucas. Mr. President, I am constrained to object. 

The Vick PresipENT. Objection is heard. The Senator understands that under 

the morning business procedure, remarks are not in order except by unanimous 


the Senator from Ohio [Mr. 








consent 

Mr. Henprickson. Mr. President, I ask unanimous consent to have a state- 
ment incorporated in the body of the Recorp at this point as a part of my remarks, 
and also to have the text of the bill printed in the Record. 

There being no objection, the bill (S. 810) to establish a National Commission 
on Intergovernmental Relations, introduced by Mr. Hendrickson (for himself, 
Mr. Wiley, Mr. Bricker, Mr. Williams, Mr. Smith of New Jersey, Mr. Schoeppel, 
Mr. Ives, and Mr. O’Conor) was read twice by its title, referred to the Committee 
on Expenditures in the Executive Departments, and ordered to be printed in the 
Record. 

The statement by Mr. HENpRICKSON was ordered to be printed in the Record, 
as follows: 

“STATEMENT BY SENATOR HENDRICKSON 


“This bill, Mr. President, represents the views and expresses the considered 
judgment of many Members of this body who have served in State government. 
It is the result of their experience at local and State levels of government that 
it now comes before us for study, consideration, and appropriate action. 

“The distinguished junior Senator from Maryland [Mr. O’Conor] has already 
introduced a resolution to the same effect and purpose. The distinguished junior 
Senator from Ohio [Mr. Bricker] has introduced similar legislation. The dis- 
tinguished Congressman at Large from Delaware, Mr. Caleb Boggs, is introduc- 
ing a counterpart of this measure in the House today. The able Governor of my 
own State, Alfred E. Driscoll, keynoted the proposal at the biannual convention 
of the Council of State Governments in January 1947. The activities and the 
deep interest shown by the members and the experts of the Council of State 
Governments in this matter over the past years demonstrates clearly that there 
is a definite need for the study established by this bill. 

“In presenting a very able report on the coordination of Federal and State 
taxes to a Senate committee last April, our very distinguished colleague, the 
junior Senator from Ohio [Senator Bricker] said: ‘The committee was fully 
aware that these recommendations do not in any sense offer a comprehensive 
solution of the present problems of intergovernmental fiscal relations.’ 








%” See pp. 26, 27, 29, 32, 36 of this hearing for context of speeches cited. 
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“This bill, Mr. President, as I have indicated, provides for the establishment 
of a bipartisan, or better still, a nonpartisan, Commission on Intergovernmental 
telations which will examine all aspects and phases of National, State, and 
local government with special attention to the serious fiscal problems which 
threaten to overwhelm us today. It is true that there have been manv studies 
in this general field in the past—but none of them have had the full paritcipa- 
tion of our National Government. 

“Under this bill, the commission will represent all of the parties at interest, 
both publie and private, Federal, State, and local; legislative and executive, and 
where necessary, judicial. It will be given the opportunity and the responsibility 
to report its findings to the people of the Nation 

“Tt is not intended that this group shall lend itself to any criticism of the 
basie structure of government levels as we know them or to their general pur- 
poses, but it is our intention that we improve the services of government at 
each level and at the same time stretch the value of the tax dollar in respect 
to the rendition of those services. 

‘When he introduced the bill to establish the Commission on Reorganization 
of the Executive Branch of the Government, the distinguished Senator from 

achusetts said: 





his is not a job which Congress alone, working through congressional com- 
mittees and using its own staffs, can do We in Congress have not the 
There is no use deluding ourselves about that We have not the time to do the 
job that needs to be done. We would have to leave it to our staffs; and our 
staffs would not have the standing which the members of this Commission would 
have in relation to the departments. All sorts of expert knowledge would be 


required, including the services of industrial engineers and management experts 
It would take time and money. 

“Tl most heartily agree that such an undertaking requires full-time work from 
many experts of proven ability in the several fields we propose to study. 

“Since this bill envisages a full-scale investigation on all levels of govern- 
ment, it is necessary to include the representatives of local and State govern- 
ments, Members of Congress, administrative officials, and men and women from 
private life. 

“The purposes as stated in the bill itself open exciting vistas for tremendous 
progress in efficient and effective government. To me they spell new oppor- 
tunities to employ sound and scientific business methods in public operations 

“The entire world watches us day by day as we conduct our public affairs 
To friends and foes we are the outstanding example of the democratie processes 
of government. If we are to prosper and be worthy of tne hopes of those who 
trust and rely upon us, we must be eternally vigilant tha 
become fatally enmeshed in coils of its own construction. 

“*The time is ripe for such an undertaking as this—indeed our present situation 
demands positive and definite action.” 





t our system does not 


From the Congressional Record, July 12, 195 


TEMPORARY NATIONAL COMMISSION ON INTERGOVERNMENTAL RELATIONS 
REPORT OF A COMMITTEE 


Mr. O’Conor. Mr. President, from the Committee on Expenditures in the 
Executive Departments, it is a source of particular gratification to me to report 
favorably, with amendments, the bill (S. 1146) to establish a temporary National 
Commission on Intergovernmental Relations, and I submit a report (No. 544 
thereon. I ask unanimous consent that I may be permitted to address the Senate 
for 3 minutes in connection with the bill and the report. 

The Vick Prestpent. The report will be received, and the bill will be placed on 
the calendar; and, without objection, the Senator from Maryland may proceed 

Mr. O’Conor,. Mr. President, this bill proposes to set up a temporary bipartisan 
Commission on Intergovernmental Relations. With a single exception, it is 
directly in line with the recommendations in the closing volume of the reports 2 
vears ago by the Hoover Commission, i. e., the Commission on Reorganization of 
the Executive Branch of the Government. 

The single exception is that the Hoover Commission urged a permanent agency 
to study the various and complex problems of intergovernmental relations, instead 
of the temporary body proposed in 8. 1146. In theory we can agree with the idea 
of a permanent Commission. But there are valid reasons for the temporary 
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approacl h the bill propose And, while the Com s10n iaae Ltemporar 
" e, the wa lear M wr status if e Congress later decide 
, advisable 
1 j ha ere ( rece ears e bene! to be achievec 
egration of the a Gov levels. Preliminas 
i ‘ ( ress pointed up clear! 
i ! ea ) e field of Crove 
| y i ) i » € nate t 
( aste arid ¢ ‘ : ri tai ¢ I r I iron 
o rv, howe r. that the discussio n this field be broug! 
t} ralities and translated into definite programs of 
) al irae I tory changes or administrative modificatior 
4 ree leve f ge federal, Stat 1 local 
Mur rmore t ill be ( arv t rogr r d the present tug of war 
e attitu of t ar roups in the interest of a proper solution and 
at rogra Vario legislative proposals have 
vdvanes ywward the | of these intergovernmental problems but ec 
I I fe ‘ ! sed establisl of 
i rre | ( \ 0} th rogram 
i i I ! 
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sca la f the | problem of intergovernmental relations 
\ ! fa ( \ I e Hoover Con s I irged upo 1 
b] he « al . O suggest polici wd ( whic will 
ie the n i ! \ evelo 4 ( nt ernmental 
re i 
| £ favorable acti S. 1146 in the ¢ ! la happy to a 
it 34 « IS] 4 introduce three other Senate pro- 
i i S. 4 he Senator fro \ ey [Mr, Hendrie 
187, | 5 itor \I Br wid S&S. 836, by t enator 
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' 146 « i I i nm of 12 member 
oO f e Py | ‘ ited Stat 
ip P of the 5 t by the Speaker of t 
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L ni e an | to S. 1146 oO provid i wreement on the 

) a questio ( i I wid cumbe me a corn ion to pro 
( ce ‘ I and \y 8} ( 4 L cout! muti ot 4 different 
{ ted in and affec 1 the ir government »blems of present- 
da b lhe rt Le l pecines ! { { MNLINISSI i hail co 
eit a cti ) i I ( { es W nh it i set } ] repres nta 

sO ) industry, co er State, and local nents, taxpayers, and 
i terested org { 

Let me emphasize again that the way is cleared for permanent status if the 
Co ress eventual » decide The met xd of bringing this about calls for the 
Cx ission not only to i l 1 interim reports as it sees fit but to bring out 
by the cal 4 wr «195 comprehensive general report on its 
activiti gs. This report will be the primary basis for decision by 
the new yngress Which will convene at the inning of calendar 1953 





(Commission 1 to b cont nued. If he Congress so decides 
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before the expiration date of the ¢ mm mon Mareh 31, 1953 
S. 1146, the Commission can be continued without interruptior 
or staff Otherwise, the Commission will pass out of the picture, t 
ure the problem will be foreed back in again in some rm in the not 
Mr. Py lent, IT hope very ich that f the overwhel 
for legislation of this sort, the bill will not be cted to the obj 
have he up progre n the past I would as] I senators who t 
ind objecting, that I be give an Opportur to lv in advan 
of tl yhjeetion | in effort to worl if 1 solution 
There are 34 Senators who desire to be ted as sponsors of the 
isk unanimous consent that the bill IT have reported carrv the nat 
Senators whose names are: Nir \ieCart! \Vr 4 ee} Mr Deft Mr 
Mr. Byrd, Mr. Smith of New Jers Mr. Lodge, Mr. Ives, Mr. 1 
’ r, Mr. Douglas, Mr. Lehman, Mr. Be ) \I Duff, Mr. Sal 
Dirksen, Mr. Hendrie mm, Mr. MeCl i Mr. H Mr. Humphyr 
Vir. Underwood, Mr. Moos \l \ ¢ My Smit! f 
Schoepp Mr. Dwor uk, Mr. Nixon, Mr. Bri Mir. ( Mr.H 
Mr. Willian Mr. Hur und Mr. Carlsor 
The Vice Pri ) Is there objection to I rf S 
Viarvland? Che ( air ears none and it lered 
Mr. HENDRICKSON subsequently said: Mr. President, earlier toda 
ished senior Senator frot Marvland [Mr. ©0’Conor 1 fre 
nittes n | l 1 iY nthe ecut Denartme i f 
rary National Comn on on Intergover IR That 
b 1146, is not a proposal to t S ute, as ft mmittee re} 
I bil 1 receive bo url und ( i ‘ 
and tt bod 
I shall no etain the S i la ( 
| »\ 1 ( vil} re rd tol n ‘ 
i ithor I ‘ I yu erparts a i ) et « 
[ wish the Record to sho at I commend | 1 
ym. Marvland for ib and since bor ire 
It i l i rati { m ) I ( ( rts tat 
ip) i i! ol I fil Hi i 1] 1 a I 
5 ‘ l { wh ! | ‘ bere 1 Ipo Ih { i i \l ib 
ave ¢ rvored | . ire the ¢ 1 ient { LV I I rinciple 
in Sena bill 1146 Indes nv < bill, Sena 1 S10, of the 
Ci re 1 Senate bill 437 is LO I al from 
reported toda v the able $ itor from Mar 
Mr. Presider | deem it a disti honor to be associated as a « 
t vel rth ile effort 
I shall have more to say about e bill when 1 ¢ th 
vlendar \leanw! le, | hope that ever \lember ) the Ss ile 
im ) Support this measure enthusiasticall is al ae: T 
rf | yor tives 
rT I 
Mir. Henpb K N Mr. Preside la ‘ 
I 4 prepal 1 deal trie 5 i 
ut this point as a par finn I irks 
i bere being 0 Ob] I he staten { 1 1 ‘ } DI | 
is lO 
STATEMEN' y S \ mH P 
\ few da a hen the t Maryland rep 
of con { l ited my int yn to spea e at 1 upon t 
when it was reached during the call he 1 
As I arise today to avail myse that privilege, | int to 
that t subject of intergovernmental relation ) yuntr ( 
I have long had a personal and vital inter It was my privilege 
my home State of New Jersey for 14 years as an iber of the inters 
sion on the Delaware River Basin, popularly kno is INCODEI 
‘It was as a member of this commission first became deep 
the value of interstate cooperation 
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“This grant-in-aid problem is a particularly important aspect of the wl 
intergovernmental relations picture 

“Distributions of public lands, and to a lesser degree of public funds, 
been made by the Federal Government to the § from time to time over 
years 
“The grants were made to aid the States in partic ilar program ft ex] 
mental. 

“The system did not get into full op ration until after 1914, following the a 
tion of the income-tax amendment; it was not until the period of the pr 
and the years since that it began to operate in high gear 

“Total Federal expenditures for this purpose have grown from a few 
thousand dollars to a total of well over $2,000,000,000 a year, which i 
amount even in a total budget so large as that under which the Federal Go 
ment is now operating. 

“Grants are no longer regarded as a mean fa ta. the ipp 
experimental undertakings, but as a regular source of financial support for 
sarv and well-established governmental functio 

“Our Federal system has changed in still another \ 

“Until fairly recently, each level of governme d certain duti i 
sponsibilities clearly and definitely assigned to it 

“The loeal units carried o polic * functions The State built road 

“The Federal Government was responsible for the national securit 

impl 
to be true that no single r level rnment 
sponsible for any one impor er! ! fur 
tem of cooperative federa e Federal ¢ er 
the local units are jointly a ( vely responsi ) 
work, road building, agriculture, military a: civil def e, al 
more activitic 
Meanwhile institutions of l 1 gover ent transfor | s 
of the smaller local units which no longer have init s to rf 
reason for continued existence, sre drving 

“School districts are being consolidated one I subst ' 
bers. 

‘‘More and more so-called authorities are being created to carry on activ 
of a business nature. 

ope | districts, larger than the previously : local uni 
established all over the country for a variety of ] s h as flood 
soil conservation, mosquito abatement, h th an tion, and at ! 

“As old units atrophy and fall into disuse, new and d t ( 
their place 

“Truly it may be said that local governmer ] trv i ! 
transitior 

“Tl thus refer to some of the major cl } field by wav of emp! 
the need for exactly the type of study that su 4 commissic 3 
would provide 

“T do not say that these changes are good that t re bad, for I 
know I do not believe that anyone knows That i we 1 the comm 
to find out 

‘What we do know is that the changes in the previ ly existing ruct ! 
been many and of far-reaching significance 

‘“We know that they have been made on a more or s | } zard ba W 
any plan or any consideration of their over-all effect 

“We have neither any understanding of how we got into the mess that we a1 
nor any idea of what course we should attempt to follow in i 

‘We do know that these treme ndous char ges have all i I hin 


existing constitutional structure without any 
character of that structure 
They have been made almost unbeknow1 


labors under the delusion that the brand of geog 


by the Constitution still exists 


‘Actually, it has been very largely supplanted by the new 


ism based upon a functional integration of the ¢ 


ment in many different areas 


‘I believe that this survey is vitally necessar\ 


“We need to have a careful analysis of how 


basis of the facts so revealed, to chart our cour 








ror i or \ t re 

to the average 
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t may be said that this would be just another survey, with just another 
re} to | ied awa ul rorgotte 
\\ nm that point ol be to differ 
WF ave never had a thorough and comprehensive rveyv of s whole 
prot that one Treaso! vhy I think it is se nportalr hat we have this 
lo be sure. there have bee numerous studies of the administration of par- 
ticular functions in particular States or regions, but these studies have all been 
made on a piec eal ba eographically or functionally or bot! 
! por f e Hoover Co m has been neit! ignored, neglected 
' hat I propose that we appl he teet yue used so success- 
f e f f ¢ e reorgal i o this ol ast and equally 
mp i field t yvernn il relations 
| : of 1 eal a roa L prope t 1d nguished national 
(‘on i Os ‘ t ( ild be nonpa;rtisal l 1 ir po 1 of view a | 
represent e of tl rious governmental and grout terests involved be 
i 1 ) Lud { whole propien i 1 » make reco rie da 
‘ I i I we { ) Sullic tt to doa thorough job 
f . f ime rol ons 
l we i ifficie inds to ike possil } ployment of a higt 
‘ fas ma fT w yu Se tan tire ’ ot we done at all 
( ‘ ‘ rh (Co ) iw | ype i ight realize at 
e first place. I w 1 ext a kind of | print plan for the develop 
Lerg eC! ( il rela = I ir Fee i-Stat mnter 
S ) nd Feder 
( 1) to ( it in ill afford to blundering along a 
t et t » I pia til s eC ha 
| levelo S plar 1 } Co ssion would cor ler 
, eo Y t ’ » the need { ‘ 
S ( d pila Sul t I ure 1 uned a 1 he 
, i e DI ‘ ’ ! 
Bl er Co nr re led i ) provided for 
( ( no 1D i LS1S 
oa | T de beli tt would be wis 
4 a itor " Viarvland 0 oO } he presented t 
ren oO t t I ] i! » prey iKing tT s (ommlssio 
pe! ‘ t t should pro » De desira 
| } ( ( ( ing 1 ea { atter ope o! 
‘ e { 
ot sur t what form the perma Lee should take or wher 
n the Government is 1 be located 
[ have some ideas on the subject, but I shall not attempt to develop them at 
tt t 
| sa matter wh ca bye 1 after the study Commission has 
aAsce ‘ ed the and prese i its recommendations 
\ ft 1 tye hit w en | na flow f m the worl i OMMISSIOI 
vO e the ¢ iblishme it some table location here in ton of a 
central clearing yuse for information relating to all matters in ld of State 
and loeal gove me} ww. and admi trati and intergover! relations. 
sue elopment i mv opinion, absolutely essential if \ to conduct 





the affairs of our Feder: vste! f government in an orderly way This task of 


putt our Federal system in order and of keeping it so must be regarded as a 
continuing ponsibilit y Important as the work of the study commission is, 
that alone wil ot keep the problem solved 

| ren t be a permanent agency to carry the work forward on a continuing 
hasis it such an ageney must ha adequate and up-to-date current information 
Government cannot funetion effectively in any quarter without such information. 

\t t present me, there is no central agency dealing with the problems 
of Stat ind local government and intergovernmental relations. l’iseal data and 
data on the number and character of the units of local government is maintained 
in oO lepartment This department also used to collect election statistics but 
this activity was suspended on grounds of ‘economy.’ Some information on State 
legislation is maintained in another ageney, the scope of this service also having 


er curtailed on grounds of ‘economy Seattered all over Washington, in 
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one executive department and agency after another, there 

















to keep track of State legislation on agriculture, social secur ns, 
labor laws. health laws, and a dozen other thing How n 
one would be if this job could be done completely and thoroughly in one central 
place, servicing all departments and agencies of the Federal Government, tl 
State and local governments, as well as private organizations desiring t}! type 
of information 
| hope that some such development may gr t f the vor f ( j 
commission intergovernmental relatio Wen t remember at 
that in a Federal system of gover t like our own, the central ( 
has a definite duty and 1 ponsibil r ma eY 
this, servic vhich are of be it to all it w | State and loca 
are tl a pr { to pport and mal i I vil ! I 
ther ld be no ficat for ig 
could be done better a cheape! ( ( la 
l conciud rema ( thi Orta ( ul 
| ul ke to ¢ hasize 
In t first plac ihject utter is | 1 par ’ 
i in matt rela 1 i e f 
1 vernmental en On the ba : f +} tem a } 
by the ( itut ill America ire pret ’ 
The pur si t 1 com! si ‘ 1 I rve ley 
and different conditions, the fundamental ur lt e Federa 
provided for by the Constitutio 
I call attention of the Members of t } ' it the ] f 
of this bill includes 34 Senato1 lrawn more | ( fre ‘ 
parties 
Of this number, 14, I believe, have s¢ rs of ( ! 
stat and 1 ha ne mavor for 4 ul ol Nat I 
A} nave } id ext Sf perie ce } I) Tai 
‘I bill has the ¢ rie t ol 1 I i itte i } ! 
of this body On the is of tl eX al rt, J \ i 
every one i I collea ( to et ! thie rsona iorst 
for it 
‘The main question raised by the bill is ver imple and verv clear It, is 
simply this: What kind of government do we ant in these United States?—a 
highly ‘alized n which all power and authority is concentra 1 
the Na e Federal svstem wit i¢ we started whic eh 
to leave Nsi itie the 1 } f the State und Ca 
governments as tl ible of d arg ecol ‘ und effic 4 
4 vote for this bill is a vote for doing what ean be de at. tl ti ind 
under tne eu mstances toward the followi ot the utter ours¢ 
I t ( I 1 
NATIONAL COMMISSION ON INTERGOVERNMENTAL RELATIONS 
Mr. HenNprRicKson. Mr. President, on behalf of myself, the senior Sena from 
Maine {[Mrs. Smith], my eolleague the senior Senator from Nev Jer Mii 
Smitl |, the senior Senator from Ka isas [Mr Sschoepne the Senato rom 


Delaware [Mr. Williams], the Senator from Wyon 


from Iowa [Mr. Hickenlooper], the junior Senator 
l }y 





the Senator from New Hampshire \Lr Tobe Vv} enator fron Ni oO 
[Mr. [ves], and the penator from Viassach isetts [Myr SPaitonsta 1] I a ntre 
d icing a bill pr viding for the establishment ot ait nporary Natio i ‘_,om- 


mission on Intergovernmental Relations 

Neither my interest in this subject nor the bill itself is new. 

As a matter of fact, I have been seriously concerned wit Ul sub t To , 
good many years. 

My experience during a long period of service in the New Jersev State S¢ 








as a member of the New Jersey State Commission on Interstate oopera 

established in 1935, the first such commission in the Unite« nd as a 
member of the Interstate Commission on the Delaware Riv ali ser l 
to impress upon me the importance of these questions of interlevel and tel 


jurisdictional relationships in American Governmer 
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I hope my colleagues will bear with me while I relate another bit of personal 
history, which I present not because I want to try to impress anyone with my 
great wisdom and fores t but because the facts are relevant to my subject 

, experience at the State level prompted me to introduce a similar bill in 
t | tv-f Congress on February 8, 1949, less than 1 month after I took 

of office as a Mer » of + hod, 
re ill whi I then introduced, 8. 810, was sponsored jointly by seven other 
Senators and vself, and on the House side bv the Honorable Caleb Boggs, now 
the dis lished Governor of t State of Delaware 
Senate and He Subcommittees on Intergovernmental Relations held 
iri! on tl! bill, at wl it a considerable number of distinguished 
| fiiciais Federal, Sta ind local—testified { bill 

Che bill was revised and amended and reported out in the second session as 
S 16. but failed of passag« iring the Kightv-first Congress 

| cla that this proposal is the first one calling for a study of inter- 

s } 

| a n several bills « resolutior ulling a stud fr some phases 
if ‘ particular ; tax a f ul a bill wa I be 

( e first ca for a pr s t e field 
\\ ‘ 1 O or a ome! the portance of the financial phases 
f at no solution « e problem as a whole is pos 

} i‘ lea . as — 

’ rief P} , : | background of this 

( mav I pe out tha e |] second ( g s,la n introduced 
i 37, which wa lllar to the one w h I pres¢ today 

\ ) fir session of the | t cond ¢ nere our disti guished f rmer 

' Senator Herbert R. O’Conor, of Maryland rodueced a bill for this 
purp 

| ss. 1146 I a rted t of con und was passed by the 
oO i Julv 23, 195! 

f the follo lav, the bill was recalled from the House, as 
hat I me mi erstand as to its nature and pur- 
i { Mr. Presid 1 it the misunderstandin politic ul, 
i at, tha Dp f O partisanship 
N er action was tal yO} during the Eighty-second Congress. 
N { e be ning of the Eighty-third Congres have a new opportu- 
to do something that mav open the way for constructive action in this 
ny t hie 
Che purposes of the Commissi Mir. Presider ire clearly stated in the text 


r re arks se purpose 
I P IDING OFFIc! Mr. (¢ lwater in the chair is there objection? 
There being no objectio1 the tateme f purposes is rdered to be printed 

e Record, as follows 
| ( miIssio1 estal ed for the purpose of studying and making rec- 
lations to the President a 1 the Congr SS, 1n an effort to bring about 
The finding of ways and means of establishing a more orderly and less 
ompetitive fiscal relationship between the several levels of government. Major 
aspects of this problem include the overlapping and confused systems of taxation 
and increasing demands made upon the Federal Government and the States 
for tax-sharing and grants-in-aid, without following any consistent overall 
patte! 
(2) The elimination of duplication and overlapping services, activities, and 


r of a better coordination of such services, activities 
and functions among the several levels of government: 
fhe attainment of such an allocation of governmental functions among 
| covernment as will contribute to economy in governmental 


administration on the one hand, and maximum service to the public on the 


functions, and the securin 


{ 4 reduction in the total governmental expenditures to the lowest possible 
level consistent with the efficient performance of essential services, activities, 
and functions: 

“(5) The development, within the existing constitutional framework, of a 
governmental structure and such cooperative policies and procedures as will 
tend to overcome existing obstacles to efficient governmental administration, and 
to lav a sound foundation for future development.” 
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Mr. Henprickson. I believe that Members on both sides of the aisle are ler 
obligation to give consideration to these important problems 

















Not only was the establishment of such a commission recommended by the 
Hoover Commission, but in the recent campaign both political parties and their 
candidates took a strong position in favor of doing what could be dor 
the tide toward further and further concentration of authority in the hands of 
the Federal Government here in Washington 

I shall not burden you nor impose upon your time by a lengthy recital of ar 
ments in support of this proposal 

It is a proposal at this stage simply to find out whs e facts are ut 
may at a later date be in a position to take c tructive action 

How anyone can logically oppose a move to discover and disclose the fa 
is difficult to understand 

Actually there has been little real opposition to tl! proposal, while tl is 
been evidence of a great deal of active support 

rhis Su} port ‘omes from both official and u ficial se I s 

In this connection, I should like to call att ti t e very interest Ta 

For the past several vears, it h been true SeSSK er s ! 
mately one-third of th M bers of this bod e served at 
governors of the States from which they com 

Beginning with the second session of the Sist ( these former 
have, without regard to party affiliation, lin » i 
this proposal for a National Commission on Intergovernmental Relat 

Some of the most distinugish | p litical ent { l the country 
their full support to this proposal 

I mention only three et this t P ( Wt f t ly 
cago; Gaus, of Harvard; and Anderson, of the Unive of Minneso 

Mr. President, I ask unanimous consent that a cise state! 
quotation of these estimable scholars be inse1 { I tecord tt 
my remark 

The Presivinc Orricer. Is there objection 

There being no objection, the statement v rdered to be printed in the Record 
as follow 

“Prof. Leonard D. Whit f the | \ t f recog I that 

iterrelationships pr nt many lif ilt nr ! hel that el ’ ' 
mission is bad] eed 1 that ! ht d coo rom 3 
to some of then Prof. John M. ¢ Harvard U1 rsit. \ it 

her ré I] ds of improvement we Cal i} ! yi ion of tl 

levels of Government in t \ er of relat ps the preparat f 
progral i ut 1 w i tion be I red So do I 1 I 
believe that the findings of such a com ; oper nany of the 
Prof. William Anderson, of the University of Mir a, writes, ‘If the estab- 
lishment of a commission could | 1 to some int ; tudies, and not to re 
pronouncement of general olicies. it would be worth the expenditur f a 
considerable sum of money Our own studies Minnesota indicate that ‘ 
ire many phases of intergovernmental relations that have not been brought to 
light.’’ 

Mr. Henpriceson. Mr. President, support for the proposal also comes from 
many public officials and statesmen as we 

Support likewise comes from many people at the | ind from those 





at the State and local levels 

In 1950, the American Municipal Association, in its National Municipal Policy 
Stateme nt, gave € nthusiastie support to the moveme! ror suen a comm 
specifying only that the cities should have direct representation—which, of 
course, has always been intended 

Mr. Presid nt, I ask unanimous consent that a pertinent part of this statement 


be incorporated in the Record at this point in n remarks 





There being no « bye ction, the exce rpt was ordered to be printed in the Reeord 


as follows: 
is S. 1946 





“The National Commission on Intergovernmental Relations, proposed 
the revised bill in the 81st Cong.), should be enacted at the earliest possible 
date. Clarification of the difficult questions arising between Federal and local 
governments can be accomplished best by such a commission. Few activities 
are more urgent or more important as a means of proving that a democratic 
Federal Government can work effectively and harmoniously.” 

Mr. Henpriceson. Mr. President, the National County Officers Association, 
the National Municipal League, the Council of State Governments, and many 
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From the Congressional Record, February 25, 1953 
INTE RGOVERNMENTAI RE! ATIONS 


Mr. HENDRIt KSON Mr. Preside nt, I would deem it reasonably safe to assume 
that we here assembied in this session are not opposed to balancing the Federal 
budget 

I have no miracle drug and I have no cure-all to administer to thi problem- 
patient of the Nation, but I think that there is a bill presently before the Senate 
which will one day balance our budgets at all levels of government if we bu ive 
it a chance. 

i have reference to the bill S. 526 to establish a National Commis mm or 
Intergovernmental Relations, which bill was introduced by me in the Senat 
Januarv 16, 1953. 








I think that if the proposition embodi Lin this 1 Aasul was important ¢ 
for inclusion in President Eisenhower’s State of t Union address, it certainly 
important enough for our studied deliberation here on this floor 

The bill is now pending before the Com Lt oO Government Operatior f 
the Senate. 

My colleagues know, Mr. President, that the junior Senator from Wiseons 
is confronted at this time by serious, important, and pressing problems of real 
signineance. 

Che junior Senator from New Jersev is numbered among those who can count 
only 24 hours in 1 day 

I can appreciate the problems of limited time facing the chairman of that 
listinguished committee of the Senate. 

But I feel that we have our chance to re re long-range n ge - 
nent—at all levels of governmen and that the time is now, Presider 
now—with the mandate of the great American electorate st i ir 
ears, a mandate which is as plain as dav; an alternative to ( { 
after unbalanced budget which could change that black night to day 

This Commission on Intergovernmental Relations is designed to study over- 
lapping functions, duplicating services, and competitive fiscal relationshiy 


between local, State, and Federal Governments 

It is a reflection of the strong position taken by both parties in the recen 
campaign. 

We campaigned on the premise and on the promise that we would do what we 
could to stem the tide toward further and further concentration of author 
in the hands of the Federal Government here in Washington 

Mr. President, this Commission is a start in that direction—a blueprint for 
the future; a guide to the determination of policy and procedure for the Congress 
to follow. 

Che Commission would strive to find ways of establishing a less competitive 





fiscal relationship between the several levels of government, including the over- 
lapping and confused systems of taxation and the grants-in-aid programs 

lhe Commission would seek to eliminate duplication and overlapping service 
activities, and functions among the three levels of government 

Its purpose would be to reduce government spending to a low level consistent 
with efficient governmental performance 

This legislation is not new to the Senate 

I introduced early in the Ist session of the 8lst Congress a bill providing for 
a temporary National Commission on Intergovernmental Relations. 

It failed of passage. I will not go into the reasons, although I shall always 
feel that they were quite political in nature 

I introduced the bill again in the 82d Congress and can report that its coun- 
terpart was passed by the Senate, even though it was withdrawn from the House 
before further action could be taken 

During these several years, we have had substantial evidence of interest and 
support for this proposal from many individuals and organizations. 

I hope and believe that this interest will greatly increase because the climate 
is right, because the President of the United States has spoken up for the gen- 
eral proposition, and because we in the Senate will add a greater voice to the 
basic responsibility we find in our hearts—to smooth the working relationships 
and do what can be done to restore the original balance of power among the 
levels of government. 

This conviction has been growing upon me during a long period of service in 
public office in my own State of New Jersey and here in the United States Senate 
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My experiences at the State level of government gave me an opportunity to 
observe personally the growing number and complexity of the problems in this 
field of intergovernmental relations 

When I came to the United States Senate 4 years ago, the Commission on the 
Organization of the Executive Branch of the Government—the Hoover Com- 
mission—was very much in the news and on everyone’s mind. 

This type of joint legislative-executive Commission seemed to provide a sort 
of working model which could be adapted to the intergovernmental relations 
problem 

As a matter of fa the Hoover Commission recommended that such a com 

set up for the purpose of making a study to ascertain the facts and 


Mr. President, that is what Senate bill 526 would do 








Our new President of these United States is interested—I know that many of 
ire inter ed—I pray that the Committee on Government Operations will 
ad e same inclination to know a good thing when it sees it—as it has in past 

( ress¢ and grant an early hearing for Senate bill 526 

I believe m measure offers a real ray of economic hope in the present fiscal] 
pietur ich is drawn 1 hades of deep red. 

Thu always be, Mr. President, unless we get right down to altering the 
topsy-tut relationships between Washington, your State and my State; vour 
to and Mm to 

From the Congressional Record, March 9, 195; 


PROBLEM OF OVERLAPPING TAXES AND FUNCTIONS IN GOVERNMENT 


Mr. Henprickxson. Mr. President, as mv colleagues know, I have been inter- 
f 
a; j 


ested for a number of ve 





rs in the difficult problem of overlapping taxes and func- 
tio among the three levels of Government—Federal, State, and local. The 


latest of several bills I have offered in the Senate to set up a study Commission on 
Intergovernmental Relatio was introduced on January 16, 1953, and is num 


bered S. 526 


There appears in the Washington Sunday Star of March 8, an article effectivel 


describ the nature of the problem, its complexities and its future outlook. I 
ask unaniunou consent that t} article be i clu led 1th the fecord at this point 
in my remarks. I commend it to the attention of my colleagues as a worthwhile 
di 


course on a long-standing, but outstanding, problem of government. 
There being no objection, the article was ordered to be printed in the Record, 
as follows 


Fixinc Tax Overvuarp INEFFICIENCIES Is EasteER Satp THan DONE 
‘(By Earl H. Voss 


“Overlapping Federal, State, and local taxes have, over the past 40 years 
caused many a frustration for the downtrodden American taxpayer, whose in- 
come and purchases sometimes are subject to assessment from 2, 3, or 4 govern- 
mental units. Every so often the area of overlap has to be pruned. That time 
has come around again and politicians on all levels of government are getting 
set for the assault 

‘Both the Republican administration and the Democrats on Capitol Hill are 
aware of the problem. It was studied at some length a year ago. President 
Kisenhower set up a White House conference recently to study the whole broad 
field of intergovernmental relationships 

“The administration seems agreed that the first step in removing the unde- 
sirable overlap is a thorough study of the whole complicated picture. There 
already is a bill before Congress to set up a study commission. It has been 
sponsored in the last several Congresses by Senator Hendrickson, Republican, 
of New Jersey. This year 10 other Senators have joined him as cosponsors. 
Senator Hendrickson has been interested in the conflicting government functions 
and taxing authorities since he was in the State legislature in New Jersey. 
Another New Jersey official, Gov. Alfred E. Driscoll, has been a leader in the 
movement for better coordination between the various levels of government. 
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‘TITTLE OVERLAP UNTIL 1913 


“Up until 1913 there was comparatively little overlap in the American tax 
system. The Federal Government got all the revenue it needed from customs 
which States were forbidden to levy and from excises on liquor and tobacco, 
which the States had not vet begun to tap to any great extent. The States, 
counties, and cities got theirs from property taxes 

‘“‘As government costs went up in the tense period before World War I, how- 
ever, all levels of government started looking around for new revenue sources 
By the 16th amendment to the Constitution, the Federal Government. started 
taxing incomes. <A very few States followed suit immediately, but most of them 
met their expenses by levying excise taxes on selected commodities 

“Tt was not until the great depression that the States and cities found them- 
selves hardpressed for revenue. They tried @eneral sales taxes, but still eould 
not bring in enough money to meet their expanding expenses. The Federal Gov- 
ernment finally stepped in to provide them direct assistance, in the form of 
loans or grants-in-aid for relief and work programs during the depression 

“Just before World War II there was heavy pressure for doing away with 
conflicting taxation. But when the war broke out, State and local tax yields 


increased greatly. Lower levels of government could pay their own way again. 
The pressure eased until after the war. Meantime, the Federal Government 
was expanding the range of its taxes. And after the war, the overlap hurt 


States and cities that much harder 


“The following table shows how Federal, State, and local tax-revenue soures 
overlapped in 1950 (in millions of dollars) 
lax Federal State Local 

Individual incomes $25, 885 S754 $64 
Corporation incomes , 26, 230 526 
Sales J 9, 764 4, 670 184 
Property _ ( 311 7, O65 
Death and gift ‘ 76 71 4 
Social insurance a 4, 900 1, 028 3 
Licenses, permits, others......-- 145 1, 450 383 

Total - ; hea inl 67, 684 8, 940 8 O2 


“The sales-tax category in the above table applies to such things as gasoline, 
tobacco products, stamps, alcoholic beverages, gifts, admissions, and amusements 
“States get most of their revenue from sales taxes, while local governments 
depend mainly on property taxes. 
“Eighty percent to United States 

“The Federal Government got 80 percent of all the revenue collected in 1950; 
the States got 11 percent; and local governments, 9 percent. 

“The search for more revenue by all levels of government tends to increase 
the areas of overlapping. In 1951 more than half of the 46 States whose legis- 
latures were in session raised at least one major tax. 

“Exclusive areas? 

“Each time the issue of tax overlap has come up there have been some who 
want to move sharply in the opposite direction. They want to stake out ex- 
clusive areas for Federal, State, county, and city governments to levy taxes. 
This would simplify bookkeeping all around, but it wouldn’t be very practical. 
Some economic areas are strong enough to stand the load of two or three govern- 
ments’ taxes. Other areas cannot produce enough revenue for even one. There 
just are not enough strong taxable areas to go around. 

‘Separation of sources, as it is called, also would cause an unequal distribution 
of tax revenues in many areas. The present system tends to protect States with 
predominantly low-income taxpayers. It gives them services similar to those 
enjoyed by States with more high-income taxpayers. Separations of the sources 
of revenue might work hardships on the poorer States 

“On the other hand, there are definite abuses in the overlapping-taxation tech- 
nique. In Alabama, for instance, people are taxed four times on the same 
item: Federal, State, county, and city governments all tax gasoline 
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Besides being four times as vexatious as any single assessment, such tax 

ove have these disadvar S 
& tend to concentrate taxes unduly on a few economic areas, risking 
listortion in the national prod ve pattern 

Chev raise the cost of admi1 tering taxes by adding new corps of admin- 

trat Government payrolls 

lhev hara taxpayers themselves and consume their time and effort filling 
out 2 or 3 tax f son the same ite 

I im cal gover! nts’ areas of taxatio 

il 8 arating ta sources 1 I t tn av to avold the ¢ ils of tax overlapping 
Ww i Phe Treasury Depart ent h i some def ite ieas last vear 

) suqgestions 
‘Here is a list of the methods the then-Democratic Treasury Department 
out I 
7 haring.—In general, the Federal Government would collect certait 
ta i share the take with State and their subdivisions Chis is not possible 
( LSeS On cigarettes, for instance, State taxes vary from 1 to 8 cents 
1 1 | he Federal Government would have to give all States the same per- 
el cut of the revenue hose States which have high cigarette taxes 
would have to find replacement revenue if their total take were reduced 
2. Deductibilit One risdiction often allows deduction of other juris- 
taxes lor instance, Federal income taxpayers are allowed to deduct 
Stat uA e taxes Ir their taxable incomes mome States allow similar 
of Federal taxes. This becomes significant only in the higher income 
bracket 
Tax c t Taxpayers would be 1 t i taxes paid to States 
as a partial credit against Federal ta lability his device has been used in 
trar taxes at de h, orl ‘ ploy ent-i I et ( 

: Uniformity of tax bases and meth Oo} computing ltaxt States are now 
movil to make their definitions of taxable income coincide with Federal defi- 
nitions. Some States peg their income taxes to Federal taxes, taking, for ex 
ample, 10 percent of the Federal ley 

». Administrative cooperatior \ll levels of Government exchange audit 
inf< natiol and cooperate 1 other reas of ta Iministratior The areas 
ct be expanded, thus reduci the costs of administeri the taxes 

Ss re Tit ; Rf 

As will be noted from the above list, many of the methods of reducing the 
conilict among t jurisdic tions are already being used on a limited scale. These 
methods have come into use quietly, without fanfare or legislatior 

[he Treasury Department (ther der Democratic leadership) thought last 
yea that 1 s | d of const chip] g away at the n flagrant overlap 
abuses—without upsetting the infinitely complex tax system——-was the way to 

the Department seemed to think, might not be 
changing economy 


to get around to studying the problem soon. 
‘ v pai rns to take some of 
s little likelihood that anything definite will 


wo rhe issue is too 








Commission To Strupy FEDERAL-STATE RELATIONS 


Mr. Henprickson. Mr. President, the Fisenhower administration, in office a 
scant 3 months, has followed through on its first campaign pledge dealing with 


taxation policy, a policy which is probably closer to the American people than 
any other domestic issue we will deal with in this body 

The fulfillment of this, the first of four taxation planks in the Republican 
Party platform of 1952, is not by its nature a headline-getting medium. It may 
be that only keen students of Government—or those officials close enough to this 
vital situation to care—had the interest to read through the President’s mes- 








sage to Congr proposing the establishment of a Commission To Study the 
Relationship of Federal, State, and Local Governments. But in fact the EKisen- 
hower administration has redeemed its debt to a platform plank which, in my 
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judgment, may well turn out to be the most important fiscal accomplishment of 
Its years. 

Mr. President, let me first read this particular portion of the Republican plat- 
form on tax policy which the party advocated and carried into the 1952 campaign 

‘“‘An immediate study directed toward reallocation of fields of taxation be 
tween the Federal, State, and municipal governments so as to allow greater 
fiscal freedom to the States and municipalities, thus minimizing double taxation 
and enabling the various divisions of Government to meet their obligations more 
efficiently 

The Republican platform used the word “immediate” in its reference to the 
suggested study—and President Eisenhower and his associates took the platform 
at its word 

The idea of a study of the proper relationships between our three levels of 
Government is not new with the Republican Party, nor was it new in Chicago 
last summer 

Several bills have been introduced in past Congresses with a view toward 
establishing a Commission on Intergovernmental Relations, designed to study 
the prospects of getting the Federal Government out of a number of fields of 
Government whi would be better left to the States to administe 


o 
*t) 


In the 8Ist Congress, a bill, 5. 1146, to set up this study group was approved 
by the Senate 
However, on the following day, the bill was recalled from the House, and it 
may \ | 


well have been that partisan considerations pro ed that actior I have 





suspected suc to be the Case 
1 coauthor of that bill, as well as the a or of similar legislati in the 
1 83 ( I ¢ 
I am ¢ teful for the cosponsorship and ! ort of these effor \ 
mal in colleag Ol oth side nu Ul i t the thie 4 
the executive cl e was rt a Luc e to the ea the f t of econ 
there is. he evel 1 new climate n W t« These lavs 
Mr. President ple se al ¥ me to point out President | ri icke 
up a] leadership in t] matt ind st goalward wit 
Back in July at a press conference, he had t to 
‘I favor carrving out the Hoover Commi nh recommendations l wa 
carry this recommendation further, and support a study to determine whet 
some Federal functions cannot be returned to the Stat The closer to 
we can keep the re sponsibi itv, cost, and authorit for all Government pr ‘ 
the b I 
During t he Campaign, he tou hed upon this pla K 1 tiled into he Repu hcalr 
+} f« 


platform in this f 
At Houston, Tex., the home of the distinguished present occupant of the chair 
{Mr. Daniel], on October 14, 1952, Candids 


e Eisenhower declared 





“Keep as much of the Government as close to the people as po sible That 
system of government has served us well, one in which States have had a vital 
part. The preservation of local order, elbowroom to produce and build, protec- 


tion of our titles to land,’’ a subject which is very close to us at the moment, 
“the sacredness of our homes from intrusion, our right to get the best schooling 
for our children—we are secured these basic freedoms in the first instance by 
our State, our country, and our hometown.” 

A few months later he was President Eisenhower, facing the Congress in his 
maiden state of the Union address. He told the Congress 

“To bring clear purpose and orderly procedure into this whole field, I anticipate 
a thorough study by an appropriate commission of the proper relationship among 
Federal, State, and local programs in this whole field.”’ 

In requesting the Congress to authorize a Federal-State relationship com- 
mission, our President said in his meassage of March 30 

“The present division of activities between Federal and State governments, 
including their local subdivisions, is a product of more than a century and a half 
of piecemeal and often haphazard growth. This growth in recent decades has 
proceeded at a speed defying order and efficiency One program after another has 
been launched to meet emergencies and expanding public needs * * In many 
cases, especially within the past 20 vears, the Federal Government has entered 
fields which, under our Constitution, are the primary responsibilities of State and 
local governments. 

“This has tended to blur the responsibilities of local government. It has led 
to duplication and waste. It is time to relieve the people of the need to pay taxes 
on taxes.”’ 
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Thus spoke General Eisenhower, as candidate and as Chief Executive. 
Leadership in this eminently important field of fiscal and functional relation- 














ships has been taken and naciously clung to by such outstanding organizations 
as the Cou of State Governments and its Governors’ Conference; by the 
Americ icipal Associatio , the National County Officers Association, the 
National Municipal League, and many other organizations which have given our 
legislative proposals their earnest pport through the difficult years. 

The Governors Conference committee on intergovernmental relations, headed 
by the distinguished Governor of New Jersey, Alfred E. Driscoll, stated this view 
eAT T } Y 

“Our stem of government can be maintained only if the sovereignty of the 
several States is preserved. The tax policies of the Federal Government have 
ma virtua impossible for the Stat al governments to obtain the 
reve which they require 

he levying of taxes upon identical products by both State and Federal Gov- 
ernme! results in a wasteful duplication of administrative expense 

| ( f of the Gove rs’ Conference tha nore efficient service to the 
~ : } red at ver ( t if certain of the taxes now levied by the 
Federal Governme: were abdal ned to the States in | 1 of Federal grants-in- 
aid 

Py lent. as lo avo a Via Q 1949. Clover r Driseoll came before the 

Subcommittee on Intergoveriumental Relati of the House and Senate 
( G t 

I‘ i ch would have established a study 

Co (jovert ) ed I i101 1 candor: 

after vear ‘residents in public messages have stressed the im- 

porta ‘ retaining our | icra vst , and pointed to the danger of con- 

cent 1 po | power | ‘ the power to ta 1 tribute tax money 

The cont ed usurpat the Federal Government of tax bases formerly 

be i to the States and t political subdivision is dried up sources of 

ré 1 Uy hi the latter relied, and thus eased the pressure upon the 
I r I | 1 { ( 

1 I l rele VI ht iests for assistance com- 
pel the Federal G rnment t aintain abnormally high taxes when the solution 
of the problem is to be f 1 in the reduction of Federal spending and the 
restoration to t States and their political subdivisions the capacity to finance 
gover ( ul servi at the vel where the benefit is received.” 

Mr Pre lent, suffice it to say that there are many responsible officials at 
all le of government who have readily seen that our competitive fiscal and 
t tionships, oO O7 functi 1 our duplicating services rep- 
resented a governmental bearcat which would sconer—not later—have to be 
seized b } tail 


The President’s message and the legislation which will soon be offered in the 
Congress represent the ‘‘seized tai 

What would this Commission study; how would it approach this major prob- 
lem of our times? 

I submit, by way of suggestion only, that all Federal grants-in-aid programs 
be examined to determine the followin 

First. Should the grant be continuec 

Second. Can and should the service be provided and financed by the State itself 
and to what extent? 

Third. How should the activity be administered? 

To enable the States to assume ore of the responsibility for performing the 
domestic functions of government and to raise necessary revenue to support 
these activities, the National Government might well withdraw from such tax 
areas as gasoline, admissions and amusements, local telephone service, and 
might reduce to some extent excise taxes on alcoholic beverages and on tobacco 
products 

It might reorganize and readjust Federal estate and gift taxes in order that 
the States might receive approximately 50 percent of the combined revenue 
derived therefrom 

More specifically, Mr. President, take the field of health, for example. 

There are 10 separate and distinct programs in this field to which the Federal 
Government contributes through grants-in-aid to the States. 

They are: General health istance, venereal-disease control, mental health, 


| > 





heart-disease control, tuberculosis control, cancer control, water-pollution con- 
trol, maternal and child health services, services for crippled children, and 
hospital construction 
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Seven of these activities clearly have to do with health. With respect to three, 
there are other major aspects involved, such as welfare, education, and public 
works. 

The total Federal grant to the States for these 10 activities in 1952 was $143 
million. 

These grant programs, certainly those that are strictly health, might be 
reappraised as a whole. 

Should the Federal Government in Washington continue to make all these 
grants? 

Should there be one consolidated grant for general public health rather than 
many individual and specific grants for parts of the health programs? 

These are questions which the Commission might carefully explore 

Mr. President, there are many other areas of function, including agriculture, 
the old-age assistance program, and the construction of highways, which readily 
lend themselves to exploration 

These are random ideas hammered out on the tough anvil of governmental 
experience 

The field of inquiry is wide and the chances for improvement bright 

Those of us who have labored in the wilderness have a new champion in the 
executive department and we have a growing public awareness of the problem 
aiding us in our revived efforts 

A few days ago, on March 29, a clear-thinking editor of the New York Herald 
Tribune had this to say in an editorial 

“The problem of double and triple taxation is a fairly recent one, arising from 
the pressure for more revenue existing at all levels of government 

“Through much of our history, Washington obtained what it needed for 
national purposes from customs duties, excise taxes, and the sale of publie lands 
while property taxes and license fees sufficed for the States 

“Today, however, the tendency is for various governmental authorities to drink 
thirstily at the same sources of revenue 

“Gasoline and beer are taxed by all 48 States as well as bv the Federal Gov- 
ernment; death taxes and taxes on liquor fall almost as prevalently under the 
double burden.”’ 

Mr. President, the distinguished colleagues who joined me in the introduction 
of Senate bill 526 in the present Congress will need no urging when the admi 
tration bill is offered in the Senate 


I have reference to the senior Senator from Maine [Mrs. Smith], the senior 
Senator from Kansas {Mr Schoe ppel] the Senator from Delawar« [ Mr. Wil 
liams], the Senator from Wyoming [Mr. Hunt], the Senator from Iowa [Mr 


Hickenlooper], the junior Senator from Kansas [Mr. Carlson], the Senator from 
New Hampshire [Mr. Tobey], the Senator from New York [Mr. Ives], the Sena- 
tor from Massachusetts [Mr. Saltonstall], the Senator from Ohio [Mr. Bricker] 
and my distinguished colleague, the senior Senator from New Jersey [Mr 
Smith]. 

The Senate, I am certain, will recognize in the administration bill to be of- 
fered by the distinguished majority leader an opportunity for financial redemp- 
tion from a hodgepodge of confusion which has been with us too long. 

Senator HenpricKkson. It discloses the legislative background of 
all the efforts made on behalf of an Intergovernmental Relations 
Commission, and mentions those Members of Congress who have 
labored in forgotten vineyards over the years. You see, I have not 
forgotten that | was not the only person in the Congress, and this 
applies to members on both sides of the aisle, who has had this fine 
objective in mind. 

. am here today in support of any House bill or Senate bill which 
incorporates the basic ideas of S. 1514, as reported by the Senate 
Committee on Government Operations. 

This bill came out of committee as the Taft-Hendrickson-Ferguson 
bill, and it is my understanding that it embodies the administration 
proposal also found in the Halleck bill, H. R. 4406. 

Senator Taft and I both appeared in support of these proposals 
before the Senate committee late last month. Our discussion pointed 
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up the relatively minor differences between our two versions and em- 
phasized the similarities in approach. 

We both agreed that the bills might very well be merged to an 
extent, particularly with the strong support of the American Municipal 
Association for certain features regarding the duties of the proposed 
Commission which were in my bill. 

Consequently, minor changes were made in Senate 1514 as reported 
by the Senate committee, and as far as I know, representatives of 
all three levels of government are now quite satisfied—I am referring 
to the Federal, State, and local levels—with the Taft-Hendrickson- 
Ferguson measure as passed by the Senate on May 6. 

I can only state to you members of the subcommittee that any 
Commission bill designed to examine the field of overlapping func- 
tions, duplication, and waste in administration, and all the tangled 
vines of confusion which have grown up and ensnarled our fiscal and 
tax relationships through the years, must be a good bill. 

One of the basic props 1n the philosophy of the Republican Party, 
and in the philosophy of many Democrats, as well, is to return to the 
States many of the functions of government which they might better 
administer at the local level. 

The time is ripe; the time is now. I heartily commend to your sub- 
committee the enactment of any wesialation which incorporates the 
thinking behind Senate 1514. 

Madam Chairman, in the interests of building a record for your 
subcommittee, I thought that pe ~— a résumé of some statements 


and speeches which I have made delving into this problem since | 
have been in the Senate, might a acceptable for introduction in 
my testimony. (See p. 140-157 


[ thank you very much 

Senator Henprickson. HH any members of the subcommittee have 
any questions I would be delighted to try to answer them, although 
mv colleagues on two Senate committees are waiting for me. 

Mrs. Harprn. Does the Senate bill as amended meet the require- 
ments of the situation as you see it? 

Senator Henprickson. | think it does. I was, of course, originally 
wedded to the panel system of appointing members to the Commission, 
but I have been convinced that perhaps that might not be wise. I 
think that is the major difference between the bill introduced by 
Senator Taft and my original bill, the panel system has been com- 
pletely eliminated. 

When I say “panel system,” I am referring to the panel system of 
appointment where panels would be submitted to the President and 
he would appoint from the panels. 

Have I made that clear? 

Mr. Osmers. You have to me. 

Mrs. Harpen. Yes; thank you. 

Mr. Meader, do you have any questions? 

Mr. Meaper. I would just like to get your reaction to some of the 
problems which have been raised with previous witnesses, Senator, if 
you don’t mind. 

Senator Henprickson. I would be glad. 

Mr. Meaperr. There has been a question raised as to the definition 
of the scope of the jurisdiction of the Commission that the language 
of 
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Senator Henprickson. I haven't the bills before me. 

Mr. MrapDeEr. Section 3 seems to contemplate concentration on the 
Federal grant-in-aid programs and does not specifically refer to some 
of the other problems involy ed in Fede ral-State rel itions, sur h as tax 
exemption, competition for sources of revenu 


Senator Henprickson. | am glad you asked that question 
Mr. Merapger. I wonder if language « il be found which would 
broaden the scope and clarify the mandate of the Commission, and 
whether such an att nupt wo ld me th any opyection on your part. 
Senator HenpricKkson. Not from me | wanted to hav Un 
broadened. In my on nial bill tro ‘ l ec rst year | \ } 
Congress, in 1949, the scope was very | lL. I think it was S 
SLO, | 1 nov I ken It reiel ) \ 
Mh M DI i < not me to ea ( 
se ( but | YY inted oO ( ie oO Li 
I ( ( LU LILLE CC ! LLet ht 
Th o other 1 h 
that \ wl } 1n our previo On 3 th 
OL Cl isery re lov et ol the Co I ) It S| 
that that I 1 VO t! Line the Ce ) 
operate, I ake somewhat more d mcult t a mwusition ot 
Senator Henprickson. There is no doubt about that 
Mr. Nit ADER President H over Has itten a i er to 
mittee recommending that the require! ol CO ply iw with eivil 
service and classification law vith 3 ect to the staff of ( 
sion be elin nated lam woncdei l Voat > | t Luce about tha 
Senator Henprickson. That would not 1 happy 
because I can see where you would have limitations imposed by this 


rovision 
| 
Mr. Meraper. A third question has arisen as to whether or not there 


1] 4 . — +4 , a { 
would be any objection on your part if this committee saw fit to grant 


the subpena power to this Commission. 


Senator HENDRICKSON No; that should be done The power of 
subpena was incorporated in my original bill You might need them: 
the chances are that vou won't, but it is : lwavs re od to have he mm 


Mrs. Harpen. Mr. Osmers, do you have some questions? 

Senator Henprickson. I might say in rr sponse to Mr. Meader, 
that it does not make any difference to me what particular form the 
bill may take. l want to see the job done. | want to vet down to 
work on this thing and start to assemble the vast wealth of material 
that we all know 1s available, scrutinize and study it. 

Mr. Osmers. The point that I want to go back to, Senator, was 
this. The Senate Committee put in the bill the language about 
Federal tax immunity and apparently on the floor of the Senate it was 
stricken from the bill on the basis that it might open up a discussion 
and an investigation of tax-free municipal finance obligations. 

Senator Henprickson. Bonds, that was the concern, of course. 

Mr. Osmers. Now, it seems to me it would be rather futile to put a 
fence around that particular subject. 1 cannot visualize Congress 
changing the present provisions in that particular field. 

Senator Henprickson. Nor can I. 

Mr. Osmzers. But to specifically strike it out is almost an instruction 
to the Commission to stay away from the subject, and some of us feel 
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that unless there is some overriding consideration that language ought 
to go back into the bill How do you feel about it? 

Senator Hpnprickson. I consented to the amendment. I made no 
obic tions to it beca ise | vanted to see a bill passed. However, Il 


think Senator Taft feels very strongly on that subject because he pro- 
posed the amendment and he seemed to be insistent that we have the 
anne ndment For m1 part, | would not object to a restoration of the 
lane ( 

Mr. Osmers. The reason for restoring it, in my judgment, would be 
oOo! rarcte tf out as mu h is pt ible 

- itor H DRI 30 That is right. 

Mr. O That is all that I have 

Mrs H \ senator do you f e] it would de lay the passage of 
th 

Senator HEeNpD son. I do not believe that it would You mean 

to have Len here in the House? 
| 1] 

Senator H yRICKSO I cannot believe it would I don’t think 
invone in the Senate feels very strongly about any of these points we 
nave been dist su here 

Ni HH D Mr. Hillel on, do you have any questions? 

Mr. H LSO No que 

Mrs. Harpen. Senator Hendrickson, I want to raise a point while 
both vou and Senator Ferguson are here 

It has been the belief of the members of this subcommittee that one 


rood practical way to help Federal-State relations is for the Federal 
Government to cease competing with industry in purely competitive 
commercial fields Commercial concerns pay taxes to local govern- 
ments. Federal commercial activities pay no taxes, and we have 
found that in many cases it is dificult to know whether or not they are 
economically operated. I want to show you and Senator Ferguson 
a partial list of commercial and industrial-type activities now being 
operated by Federal agencies, both military and civilian. Mr. Ward, 
will you hold up the list? 

We plan to hold hearings within the next few weeks on the justi- 
fiability of the operation of many of these government industries. 
We hope that you folks in the Senate will give favorable attention to 
our hearings and perhaps come over and testify at that time. 

Note: The staff director stood on the table and unrolled a 10-foot 
scroll with a list of commercial and industrial-type activities in the 
Federal Government at this point.) 

Senator Henprickson. Madam Chairman, I knew there was a 
great deal of this activity, but this is shocking. 

Mrs. Harpen. And there is some more down on the floor. Now, 
isn’t that amazing? 

Senator Henprickson. I would not have believed it unless I saw 
it assembled. 

I certainly thank you for the invitation, and I will certainly take 
advantage of the opportunity to come over and listen in on some of 
these hearings because I think you have gotten into a very important 
field. I do think we have to eliminate a lot of these activities on the 
part of the Government. 
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Mrs. Harpen. We certainly appreciate your taking time from 
vour busy schedule to come over and meet with us this morning, and 
thank you for your very fine statement, sir 

Senator Henprickson. Thank you. It is always nice to be with 
my neighbor from New Jersey 

Mrs. Harpen. In 1947 the Congress created what has become 
known as the Hoover Commission, to study and investigate wavs of 
reorganizing the executive branch of the Government to make it mor 
effective and efficiert A $265 billion debt annually augmented by 
unbalanced budget is pushing us perilously close to the brink of the 
statutory limit of $275 billion 


There is a proverb that “economy is a great source of revenue.” 
This we do believe This we need to practice, first through orga L- 
tion, and then through administration. 

Kvervone 1s acquainted with the progre made by the Commiuission 
and gratifvinge though that progress has been, there is the ereral 
opinion that much remains to be done. For this reason there is a 
ceneral movement and need to continue the basic long-term studies 
on reorganization that were started under the Hoover Commission 


Weare honored to have with us todav Senator Fereuson of Mich ran, 


who introduced S. 106, for the establishment of the Commission on 
Organization of the Executive Branch of the Government. This bill 
passed the Senate on May 6, and the companion bill introduced bv 
the Honorable Clarence Brown, a member of this committee, is NOW 
under consideration by our sul 
\\ 


committee 
1 


e are pleased to hear Senator Fergusor’s testin ODYV al this time. 


STATEMENT OF HON. HOMER FERGUSON, A UNITED STATES 
SENATOR FROM THE STATE OF MICHIGAN 


Senator Ferguson. Madam Chairman and members of the com- 
mittee, | am very glad to come this morning before this committee 
and endorse Congressman Brown’s bill which is a companion bill to 
mv own. It is No. 992, I believe 

Mrs. Harpen. That is correct 

Senator Fercuson. This matter was taken up with the President 
and with members of his Board so that when the bills were introduced 
they were introduced both in the House and in the Senate. We felt 
that quick action should be had, and we have, I think, been fortunate 
to get S. 106 approved by the Senate 

I believe that we should make this study. At times we all feel 
that committees could do this particular work, that if we just assign 
the work to the committees we could do this work. 

Well, my 11 years in the Senate has brought me to the conclusion 
that a job as large as this cannot be done by the committees. I have 
served on the Executive Expenditures Committee in the Senate and 
[I have been on many investigating committees in the Senate, and 
I had to come to the conclusion that it takes a commission such as 
the Hoover Commission to do this job. They even found difficulties 
when they got started to go into the functions, which is one of the 
most touchy subjects that we had under the previous administration, 
because, in my opinion, of the size of the Government today. When 
you just held up this scroll of the names of the different things that 
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have been taken over by the Government it indicates what has been 
happening in Government. I, too, was shocked. I realized that we 
were having a cre ping, and this would indicate more than creeping, 
nto the business world, that they have taken over a great amount 


of business; and I hope that this Commission under S. 106 and H. R. 
992 will be able to help you on this particular subject of seeing whether 
or not business can be turned back to the people rather than being 
uk ( rb Government 

No e ( on 1 I arise a to why we should have two 
) \ had p 1 ir bills 992 and 106, and Congressman 
id J S ole subject should be studied as one. 
1} la i cutive office, and I can see a reason for 
he1 e States and the Nation in Washington 
} y &Q eparate comm! LO] bnat it involved the 
| ol p in overnors on commission, which 
vould 1 have anvthirg to do with the bill that we had in mind, and 
Idi be : yper place to have the State governments in as we 
(O ask tor tbe power to Zo 1nto Ul va vovVeTHMeDtsS as 
at 1 yn { 1 a this relationship | veep the State and 
Gove1 ated by Mr. Hall ll, H. R. 4406, and 
~ i b hich I hav } al ator Hendricl SoD, 
Se] bill 1514 he had ip mind gou to question of rela- 
een the ota ; on granting aid, and so forth, and I can 
eld so ] there and mportant and a little different than 
VO ld De yvered DV S. 106 and H R 992 that it would 

ta \ { ( ni iol thie th<« 
N | notice here this morning you raised the question as to 
vl ror they should have the right to go into this question of 
LAN | think it was Senator Taft’s Opinion at rst that they should 
iit h a and | thin! the vording oO} the irst bill introduc { in the 
sPenate I icated they sho ld oO only iPtoO the question Of granting 

ald and not eo Into this q estion Of taxation 


Now, I haven’t any opimion on that that would be of value to you 
because I don’t know what it would mean to the Commission. It 
may delay its action so long that the grant-in-aid program would 
suffer by virtue of the fact that we were delaying it to go into this 
other question; or you may indicate in your report that it was the 
hope that if you put it in the Commission would look into the grant-in- 
aid and not delay that matter and proceed with that, because I think 
that is very vital. Being a member of the Appropriations Com- 
mittee, we have it coming up almost daily and, therefore, it is of 
vital importance. 

I want to say that I share the view about not putting the hiring 
of people under civil service. I think that might delay it, knowing 
about how the civil service is operated in the Federal Government. 
While I am a supporter of civil service, I think it has its weaknesses, 
also, and when you have a commission that must do its job and must 
be under a particular head you ought to give that head and that com- 
mission the capacity to do the job without regard to civil service. 

';, I must say, on the subpena question, I think by all means it should 
beYadded. The chances are that it will not be needed, but they 
may want to use it, and as a former judge I have known many people 
that would like to appear and give testimony but they didn’t want 
to do it voluntarily, and if they can be handed a subpena they feel 
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much better about coming before a board or someone to give their 
evidence. It is just the way they feel about it. That is why I feel 
that you should put the subpena power in. 

Mrs. HarpEen. Do you believe that that would interfere with the 
immediate passage of the bill? 

Senator Fercuson. I don’t think so in the Senate at all. I think 
it was just one of those matters that, being a commission, Congressman 
Brown and I just did not consider at the moment, but as soon as it is 
raised, why, I see that, in my opinion, it is one of the things that 
should be added. 

Mrs. Harpren. Do you have any questions, Mr. Meader? 

Mr. Mraper. Senator, I am very glad to hear you say that you 
would like to see the committees of Congress do this but you are 
afraid they would not do it, and that is exactly the way I feel about 
these proposed commissions. Both of them actually deal in fields 
which this committee already has jurisdiction to investigate, and we 
already possess the subpena power, of course. But as a practical 
matter I realize, although I do not approve of it, that Congress is very 
niggardly in providing appropriations for its own activities. I am 
satisfied that we will never get for this committee the amount of 
money necessary to do the thorough and penetrating study that needs 
to be done. So asa practical matter, | go along with the idea of creat- 
ing these two commissions. 

Senator Fercuson. I share your views, and I know the labor that 
this committee is doing here. I know the work that each Member of 
the House has to do. 1 know that this morning I have 3 committees 
set down, in fact, 4 set down at 10 o’clock—Small Business, Foreign 
Relations, and two in Appropriations—and I find myself that I would 
rather be here this morning because of the importance of this matter 
than at any of those meetings. 

But that indicates that the committees, while they want to do the 
work—and I think that they should do some of this work—yet we 
can’t get it done, it would take such a long time. I think a commis- 
sion named, and the House and the Senate joining in it, will get this 
job done because it will become the business of that commission rather 
than to have it done piecemeal by various members of the various 
committees of the House and Senate. 

Mr. Mraper. In your statement you have covered most of the 
technical points I was interested in, and I appreciate your making a 
statement on them. 

Senator Frrcuson. I suppose I did that because of hearing your 
questions to the other witness. 

Mr. Mraprer. The only question remaining of a technical nature is 
the title of the commission. I noticed in the report that the Budget 
Bureau recommended that the name be changed from the original 
title in your bill to the Commission on Governmental Operations for 
the purpose of avoiding confusion between this new commission and 
the Hoover Commission, but it does create the confusion that we have 
committees on Government operations. I am a little disturbed to 
have the new commission have the same title as the two standing 
committees of the Senate and the House on this same subject. It 
seems to me it might be less disastrous to have this commission con- 
fused with the Hoover Commission, which was practically identical in 
purpose, than to have it confused with committees of the Congress. 
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Senator Frrauson. When this was brought to me, this question 
of tithe, after we put the bill in, I had to say that I did not care what 
they called it as long as we obtained it, and they felt in the Senate, 
on the suggestion of Mr. Dodge, that this Commission on Govern- 
mental Operations would be better than confusing it with the Hoover 
Commission, and I hope the work of this commission will be so good 
and, by the way, this committee will review all of the work of this 
commission that comes in by way of proposed legislation, that is one 
good thing, and I hope that the name won't interfere in any way. 
I wouldn’t know what to call it. I had a suggestion in the original 
bill, but they thought that was so near to the Hoover Commission 
that they wanted to change the name. 

Mr. Meaper. In other words, you are not too concerned about the 
name of the commission? 

Senator Fercuson. No, that is what I say. I haven’t any sugges- 
tions on the name. What I would like to see, and I know Congress- 
man Brown feels the same way about it, is something embodying 
what we had in mind, to study all the functions—and you make me 
even stronger in my opinion that it is needed whev you held this chart 
up this morning, showing that that is one of the things that you are 
ing to study, and something must be done about it. 

Mrs. Harpen. Mr. Osmers, do you have any questions? 

Mr. Osmers. No, I think Senator Ferguson covered the points 
very well. [am just wondering about two points—whether we might 
eall this commission the Commission on Government Organization, so 
as to take out the word “operations” and not confuse it with Senate 
committees or this committee. 

Senator FerGuson. At one time I thought of “functions,” but some 
people don’t like that word—Committee on Government Functions. 
I rather liked it at first because I find in apprepriation work it is the 
functions of the Gevernment that have pyramided the bureaucracies 
in the function of the Government, and if vou and the chairman and 
the members of the committee could find a title with the word “fune- 
tions’”’ in it—we were goint to call it the functions of Government. 

Mr. Osmers. Possibly call it Government functions. 

Senator, one other question: Do you feel that the makeup of the 
Commission, that is, 12 members from the executive, Senate, and 
House—do you think that is a broad enough group to work on it? 

Senator Frercuson. Well, we thought so. We really thought so, 
and if it were enlarged by 1 member in each branch and 1 by the 
executive it would add 3 more. 

Mr. Osmers. I was thinking we were in this other bill that we 
are dealing with here. 

Senator Fercuson. Yes. 

Mr. Osmers. We have 15 appointed by the President and 10 from 
Capitol Hill. 

Senator Ferauson. Yes. There was a reason for those 15. 

Mr. Osmers. They wanted to represent 

Senator Fercuson. The States. But I hope we don’t get this 
Commission too large. 

Mr. Osmers. Well, I think we could leave it as it is. I just wanted 
to sound you out on it. 


or 
e¢ 


Mrs. Harpen. Senator, do you think that section 3, subsection b 
on page 3 of the bill should be stricken from the bill? 
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Senator Frerauson. Well, I must say that I think it would be 
well to put it as you have put the other, allow the discretion of the 
appointing power to determine the qualifications rather than the 
political qualifications. I would say “ Yes.’ 

Mrs. Harpen. Thank you. 

Mr. Hillelson, do vou hs pe any questions? 

Mr. Hitietson. None, Mrs. Chairman. 

Mrs. Harpen. Thank you so very much, Senator Ferguson, for 
coming over and giving us the benefit of your vast experience on this 
important legislation. 

Senator Fercuson. Thank you for this opportunity to be here 
with you. 

Mrs. Harpen. We are pleased to have with us this morning ou 
colleague from New York, the Honorable Kenneth Keating, who 
introduced H. R. 469, ‘to reestablish the Commission on Organization 
of the Executive Branch of the Government,” cs we will b pleased 
to hear from you at this time, Congressman Keating 


STATEMENT OF HON. KENNETH B. KEATING, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW YORK 


Mr. Kratine. Thank you very much, Madam Chairman and mem 
bers of the committee. I appreciate this opportunity to be heard on 
H. R. 469, which is exactly the same in wording as a similar bill 


which I introduced at the opening of the 82d Congress 

The Commission on Organization of the Executive Branch of the 
Government, popularly known as the Hoover Commission, created 
by the 80th Congress, performed an unusually distinguished publi: 
service. Due to its nonpartisan parentage and personnel, it njoye cl 


a unique and universal confidence rarely achieved by any pub lie body 
A creature of statute, it breathed its legal last 90 days after it sub- 
mitted its report to the SIst Congress 

Congress has not debated and either acted or declined to act on 
many of the important recommendations of the Hoover Commission. 
A number of suggestions, some in modified form, have been enacted 
into law. Some savings in the cost of Government an id some increas 
in efficiency have resulted, but much more is possible, given the 
cooperative desire on the part of both the executive departments and 
agencies and the Congress. 

One reason for the foot dragging in the past, and in some instances 
outright opposition, was, of course, the loss of Federal jobs which 
would result from putting into effect plans to make the machinery of 
Government operate more effectively and economically. Noses would 
be cut off. Toes would be stepped on. Sacred cows would have to 
be sacrificed. 

Now, these considerations, iznoble as they may have been, need 
no longer be an effective bar to action. The present administration, 
though less than 4 months old, has already demonstrated that it will 
not be deterred in its determination to reduce the cost of Government 
by the political consideration that such action necessarily and in- 
evitably entails a reduction in available jobs. 

In order to offset in these perilous times the extraordinarily large 
budget items necessary to insure our survival as a free nation, we 
must cut, and cut deeply, the proposed spending programs for non- 
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essential, nondefense purposes. Moreover, it seems more than likely 
that we face these swollen military outlays for the indefinite future 
unless there is a more decided change in the temper of the Kremlin 
leaders than their deeds, as contrasted perhaps with their words, 
will reasonably justify. If that is so, we shall constantly be confronted 
for years with the problem as to what Government activities, however 
intrinsically desirable, must give way to the imperative necessities of 
the hour 

First things must come first. Certainly first things involve the 
safety and security of our Nation. It is high time that we faced up 
to the stark reality of our time, that money does not grow on trees or 
spring from the soil. We cannot continue to spend billions of dollars 
on defense measures, rehabilitation, and rearmament of foreign nations 
and other essential expenditures and still continue at the same old 
stand wasting untold sums in keeping our Federal Government in 
running order. Catering to partisan factions who want to preserve 
the patronage lines, avoiding the topic of efficiency because it would 
hurt the feeling of sensitive administrators and continued unrealistic 
attitudes which count on the well never running dry must be stoppe o 


This business of Government must be stream lined and reorganized 1 

we are to avoid bankruptcy, with be resultant catastrophic conse- 
quences. No business and no family can continue to waste and spend 
and borrow and steal without paying the piper; and there is nothing 
which would render the Government immune from the disaster which 
every day befalls inefficient and poorly managed private firms or 
families with disorganized budgets President Eisenhower and his 


able team have repeatedly manifested an awareness of these funda- 
mentals 

In order to avoid a burden of taxation and a levy upon pay envelopes 
so crushing as to threaten our ability to maintain a sound economy, 
beside drastic reductions in budgeted items, we must have the courage 
to eliminate entirely certain services, activities, and functions of 
Government which cannot clearly meet the test of essentiality. 

In order to assist the Congress in facing this challenge, it is suggest- 
ed that life again be breathed into the Commission on Organization 
of the Executive Branch of the Government. H. R. 469 would recon- 
stitute this body to deal with this vitally important subject. I first 
proposed this measure over 2 years ago early in the 82d Congress and 
reintroduced the measure on the opening day of this Congress. 

It might be presumptuous to suggest, but pardonable to hope, that 
the President, the President pro tempore of the Senate, and the Speaker 
of the House, in making their selec tions for membe rship, bear in mind 
the advantages to the country involved in endeavoring to persuade the 
former members of this Commission to render this additional service. 
Their outstanding abilities and extensive background would enable 
them to make valuable contributions much earlier than would be 
possible for others new to the work. 

It can, of course, be urged that the Committee on Appropriations 
and Committee on Government Operations could do this job without 
the aid of an outside commission. Theoretically, perhaps, that is 
true. The same observation might be applied to the previous services 
of the Hoover Commission which were of such inestimable value. 
The plain fact is that the congressional committees are not likely to 
take the bit in their teeth and come to grips with this problem, unless 
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they have the backing of a disinterested, nonpartisan group of this 
kind. On the other hand, with such support, the unfavorable political 
repercussions always attendant on the e prey ayn of services, agencies, 
or functions will be greatly minimized and it is reasonable to expect 
constructive results. 

Mrs. Harpen. Congressman Keating, do you believe that the bill 
under consideration is adequate, from your point of view? 

Mr. Katine. Well, since drawing it I think it probably would be 
wise to amend it if the committee looks favorably upon re porting out 

1 bill along these lines, to stress the function of the Commission as 
remumalnite’ to dig primarily into the question of what services 
which are now being performed by the Federal Government could 
better be performed ‘by State and local governments. 

That necessarily is going to entail a reduction in expenditures and, 
I believe, an increase in efficiency in the machinery of the Federal 
Government, and I think it was not primarily the concern of the 
Hoover Commission as originally constituted. 

I do think now that the greatest stress should be placed on that, and 
Ij}have no pride in the language, Madam Chairman, of H. R. 469. I 
have no doubt it could be greatly improved. 

Mrs. Harpen. Mr. Meader, do you have any questions? 

Mr. Maver. Yes, Madam Chairman. 

Congressman Keating, I suppose you know that we are also con- 
sidering S. 1514, which does create a Commission on Intergovern- 
mental Relations, a 25-member Commission, whose general task is to 
study the relations between the Federal Government and the State 
and local governments. Apparently there was some sentiment in 
favor of combining the two Commissions in the Senate, but the fact 
that they wanted to have representation from local governmental 
units, governors of States and perhaps mayors of cities on this Inter- 
rovernmental Relations Commission seemed to indicate the wisdom 
of keeping them as separate bodies, since the so-called Hoover type 
of commission would be concerned only with reorganization in the 
executive branch of the Federal Government. 

Mr. Keatine. You mean under S. 106 it contemplates that some 
of the members of the 25-man body would be State officials? 

Mr. Meraper. Not 106, 5. 1514, which has passed the Senate. 

Mr. Kearrne. Oh, passed the Senate? 

Mr. Mraper. Both bills passed the Senate, one creating a Com- 
mission on Intergovernmental Relations, to study the relations be- 
tween the Federal Government and State and local governments, 
and the other to create a Hoover-type commission similac to that 
created in your bill H. R. 469. 

I say the idea of keeping them separate rather than have the 
Hoover-type commission concern itself with relations with State and 
local governments is because the 25-member Commission on Inter- 
governmental Relations is expected to have among its members 
representation from the local governments, which would not neces- 
sarily be appropriate in a study that confines itself to a reorganiza- 
tion of the executive branch of the Federal Government exclusively. 

Mr. Keartina. In other words, under S. 1514 it is expected that 
the President and/or the President of the Senate and the Speaker 

Mr. Meraver. Just the President. 

34120—53——12 
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Mr. Keartina. Just the President in his 15 appointees will include 
some governors or State officials? 

Mr. Meaper. Yes. 

Mr. Keatina. I see. [I am sorry, I was not aware of the complete 
scope of your proceedings. I think I was advised by the committee, 
but it is just one of those things in the whirlwind here you don’t 
catch up with. 

I was given an opportunity to appear on my bill, and I appreciate 
it very much. I didn’t know the exact scope of these proceedings, 
but I think that is 

Mr. Meaprer. There have been one or two matters of draftsman- 
ship in these bills such as yours, H. R. 469, which we have discussed 
with previous witnesses. One relates to section 7 of your bill which 
would require the Commission to employ its staff in accordance with 
the provisions of the civil service laws and Classification Act of 1923. 

Mr. Kearine. I am not wedded to that by any means. I think 
perhaps it is ill-advised in the light of some of the things we are dis- 
covering about the civil service laws and the abuses of them in the 
last few years. 

Mr. Meaper. President Hoover has written a letter to the com- 
mittee indicating that that was somewhat of a handicap in the opera- 
tions of the Hoover Commission. Of course, I am strong for the 
merit principle in public employment, but these temporary commis- 
sions 

Mr. Keatine. So am I strong for the merit principle. I am not 
sure that is synonymous with civil service. 

Mr. Mraper. I would go along with that, too, but on these tem- 
porary commissions it might necessarily delay and restrict operations 
if they had to acquire their staff through the red tape and so on of 
the civil service laws and Classification Act. 

Mr. Kratina. I would be greatly influenced by what ex-President 
Hoover said because of his experience before. 

Mr. Meraper. Another question is whether or not it would be de- 
sirable for the commission to have the subpena power. Most of these 
drafts have not included that power. Yet a good many of the wit- 
nesses have said although it might not be nee .ded, it would be a handi- 
cap to need it and not have it. 

Mr. Keatine. Undoubtedly it would help the Commission. It is 
a question of policy whether we are going to extend the subpena 
power beyond the courts and congressional committees. I have not 
given considered thought to that subject. I think it bears a good 
deal of thought before giving subpena power to a commission created 
in this manner. However, undoubtedly if I were a member of that 
Commission I would feel it would greatly expedite my work. I think 
that is something the committee ‘ought to give a lot of thought to. 
I don’t know the answer to it. 

Mr. Mraper. Aside from those rather technical matters, I was 
concerned with the last paragraph of your prepared statement where 
you say, “The plain fact is that the congressional committees are not 
likely to take the bit in their teeth and come to grips with this prob- 
lem, unless they have the backing of a disinterested, nonpartisan 
group of this kind.” 

Mr. Keatina. I don’t mean that to be critical of my colleagues, 
including myself. We all know the practical effect of any move which 
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we try to make for economy or efficiency in government. The great 
shouters for economy and efficiency do not get behind us when we go 
to the polls. The people that we hear from when we stand up and 
take the rap on voting to reduce any expenditures are the pressure 
groups that want more money spent. 

Now, that is a practical fact im political life, and I suppose per- 
haps that sentence is a little stronger than it should be. Certainly 
I have great confidence in this committee and I know that the 
members of it have shown on more than one occasion their willing- 
ness to stand up and do what they think is right in the face of oppo- 
sition, but I mean to say that it would be very helpful to those of 
us who must respond to the Legislature for it if we could go to them 
and say, ‘‘Now, this was something that a body of men of nonpartisan 
character who studied this matter for a long time said should be 
done in the national interest, and we acted in accordance with those 
recommendations.”’ 

Mr. Meaprr. The reason I call attention to that sentence is that 
both of these measures we are now considering create new agencies 
to do what this committee already has the authority and the duty to 
do, namely, to investigate re lations between the Federal Government 
and State and local government on the one hand, and investigate 
efficiency and economy in the executive branch of the Government, 

In general, I dislike to create these new agencies to do what com- 
mittees of Congress ought to be doing. I will probably support these 
bills, however, not because there is a lack of inclination on the part of 
the committee to do its job, but because there seems to be a lack of 
support in the management of the Congress to provide the com- 
mittees with the financial support to acquire a staff which could do the 
job effectively. 

We are very generous in giving a Commission substantial amounts 
of money. We gave the Hoover Commission $2 million. But if we 
suggested that this subcommittee would undertake a study of inter- 
governmental relationships if we were provided with an appropriation 
of a million dollars I doubt that we would get very sympathetic con- 
sideration from the management of the House of Representatives. 
We are given $65,000 a year to do our job. 

Mr. Kratina. That is right. 

Mr. Meaper. And we have undertaken some very important 
studies even with a rather small but able staff. I don’t like to let 
support for these Commissions rest on the basis that there is an 
unwillingness on the part of congressional committees to do the job. 

Your own committee, for example, to investigate the Justice Depart- 
ment, has done an outstanding job in that field. 1 think that study 
is appropriately undertaken by a committee of Congress. Con- 
ceivably, a commission could be created to do exactly that same job. 

Mr. Keating. A commission could be, and obviously if they had 
anything like a million or two million dollars or anything of that kind 
they could do a job that such a congressional committee could never 
possibly do. 

There is this, what you say is absolutely so, and is a very important 
factor. There is this additional one, that because of the pressure 
under which all of us operate, with the requirement that we be in 10 
different places at the same time nearly every workingday, it makes 
it almost impossible for us as Members of Congress to give the thought 
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and study to this type of work which an independent commission 
could do. At least some of the members of that independent commis- 
sion should be men that could devote a very large percentage of their 
time to it, I think. 

Mr. Meaprr. Let me say that that question has been raised before, 
and | have not controverted it, but I am inclined to say that the way 
for the Congress to make the maximum use of the time of its Members 
is to acquire the investigative tool through adequate staffs which, in 
a sense, makes it possible for them to cover a greater territory with the 
amount of time any human being has. As far as the Commission 
having more time, both of these Commissions include Members of 
Congress as members of the Commission. Presumably, if they do 
their share of the work on the Commission it will take them just as 
much time as if the job were done by a committee of the Congress. 

{ would like to add this: In sound legislation, the problem is to get 
the facts nearest to the place where the decision is made. 

This was the experience of the Hoover Commission. Studies were 
made by task forces. Then these studies were reviewed by the Com- 
mission. Then the Commission’s recommendations had to come to 
Congress. Although there were Members of Congress who were 
members of the Hoover Commission, some of those members actively 
opposed the recommendations of the Hoover Commission and the 
job had to be done all over again. 

I think that, in general, it is far wiser to have the investigations and 
the development of the facts conducted by the congressional commit- 
tees themselves in the first instance and thus we would avoid a second 
investigation. The only fly in the ointment is that for some reason 
or other the tradition of the Congress is to deny to its committees 
adequate financial support. For that practical reason I think we 
have to report out these bills. 

Mr. Keatine. Well, I really start off in my thinking in the same 
place you do, favoring the elimination of this outside staff and feeling 
that in order to legislate it is best if the congressional committees get 
the facts, the ones who must do the legislating. It was my thought 
at home that in the makeup of such commission as envisaged in section 
3 of this bill where there are, for instance, appointed by the President 
2 from the executive branch and 2 from private life, 4 appointed by the 
President pro tempore of the Senate, 2 from the Senate and 2 from 
private life, and the same with the Speaker of the House, 2 from the 
House and 2 from private life, that the 2 from private life would, in 
as many instances as possible, be men who could devote a major part of 
their time to this work, like I believe ex-President Hoover did. 

You are not gaining anything from the time element. You are 
bound to get busy men from the executive branch, the Senate, and the 
House, and you are going to get busy men if you get worthwhile men 
from private life, probably, but it might be possible, as it was, cer- 
tainly, in the case of Mr. Hoover, to enlist in this work outsiders who 
could devote the major part of their time to it, and it would be my 
hope. 

Mr. Mrapvrer. That is all I had, Madam Chairman. I just wanted 
to get Mr. Keating’s views on this subject because I respect his views. 
I do think sometimes we in Congress ought to have the courage to 
spend the money on our own committees so that these studies could 
be made in the right place in the first instance and the facts could be 
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developed where they should be most useful, namely, where the policy 
is decided. 

Mrs. Harpren. Mr. Hillelson, do you have any questions? 

Mr. Hituerson. I have a question, or it is more of a statement. 

1 appreciate Mr. Keating’s remark of a few minutes ago, and that 
is, when we create a Commission of this kind it does not have the—I 
was going to say political stigma to it and, as a result, the Commission 
in turn is able to create public opinion for that plan, and then when it 
is presented back to Congress, it is not on a partisan basis. 

I think that is the most important part of the Commission because 
with the congressional committee it has to be partisan; whichever 
party is in power, it is generally recognized as being either a Republi- 

can Measure or a Democratic measure, and what we are trying to 
scene actually, is a reorganization in our Government on an impar- 
tial basis, and this is the only way that we can get that type of public 
opinion. That is what we need, actually, just being quite honest as 
Mr. Keating was a few minutes ago, and that is the only way I see to 
do it, because I have been confronted with the same situation; when 
I was elected everyone said, “Cut taxes,’’—and reduce expenditures, 
except when you get to their little part of the pie. Then they say, 
“Well, cut everything else except mine,” and then you hear the same 
from every pressure group in the world and before you know it, you 
haven’t cut anything. However, you can do it with some type of an 
impartial commission. 

Your bill is very similar to Clarence Brown’s, that is, 922 
106. 

Mr. Keatina. | haven’t examined those, but I rather think so. 

Mr. Hituetson. In other words, the only difference, I think, is as 
to the number of people on the Commission. That is the big difference. 

Mr. Keatine. Well, they both call for 12; this 992 calls for 12 and 
mine calls for 12. 

Mr. Hiituetson. And they are appointed in the same way? 

Mr. Kratine. Yes, apparently so. I am looking now at section 
3 (a) of Mr. Brown’s bill, and it apparently is exactly the same as 
3 (a) of my bill. 

Mrs. Harpen. Will the gentleman vield? 

Mr. Hitierson. Yes. That is all I have. 

Mrs. Harpen. Mr. Keating, page 3 of S. 106, section 3, subsec- 
tion (b)—some people have felt that that should be stricken from the 
bill. What is your thinking on that? 

Mr. Keatina. About political affiliation? 

Mrs. Harpen. Yes. 

Mr. Keratina. I favor the inclusion of it, that of each class of 2, 
not more than 1 member shall be from each of the 2 major political 
parties. I feel myself to strike that from the bill would be a major 
blow to the whole idea because I think its purpose should be to try 
to get high-minded men from both of the major political parties, and 
I happen to be one who believes that they exist in both major parties, 
to try to work this thing out. I would be against striking that out. 

Mrs. Harpen. We are happy to have our chairman of our full 
Committee on Government Operations with us at this time. 

Mr. Hoffman, do you have any questions? 

Mr. Horrman. Thank you, Madam Chairman. Only to disagree 
with the last suggestion of the witness. Inasmuch as I believe in a 
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two-party government, I think the party in power should be respon- 
sible and should formulate and direct the policy of the Government 
during the period it is in power. I don’t go along with the statement 
“to the victor belong the spoils” in the sense that it should be an 
opportunity for feathering the nests of individuals in the party, but 
I certainly do think that the party which is in power should be re- 
sponsible not only for policy but for administration. We have an 
election coming up every 2 vears for Congessman, every 4 years for 
President and every 6 vears for Senators. Let them stand on the 
record they make—but I realize that is a matter of opinion. 

I do want to compliment the gentleman on the eloquence, the 
good sense, the sound advice carried especially in the third paragraph 
on the first page of his prepared statement. It is wonderful to have 
all those qualities combined in one statement from one witness. 

Then over on the second page, I am heartily in accord with that 
statement, “First things must come first. Certainly first things 
involve the safety and security of our Nation.” 

I notice that the gentleman has expressed the same views that have 
been expressed lately by David Lawrence and by other sound com- 
mentators. There is an article there—I suppose the gentleman would 
not agree with me on it—we are getting back to isolation which, in 
my judgment, means the same thing you expressed, safety of our 
Nation.” It is not a new idea, but it has always been my idea. 

Mr. Keatinc. May I say for the record it was not to be taken in 
that way. However, I have the highest regard for the gentleman’s 
views, even when in difference of opinion. 

| would like to respond to the first statement about the striking 
of this subparagraph (b) of section 3. I agree with the gentleman 
that when a particular party is in power they should have the re- 
sponsibility and then if the electorate does not like it they can throw 
them out the next time, and that would seem to me to be true if this 
were being acted upon in this committee or in a governmental body, 
but this calls for the creation of a Commission similar to the one 
which we created in the 80th Congress, and I assume the gentleman 
is being critical of the 80th Congress. I don’t feel that way about 
the SOth Congress. 

Mr. Horrman. No, I am not being critical of the 80th Congress. 
I thought it was the first worthwhile Congress we had had for a long, 
long time. 

Mr. Kearina. That is my feeling, and I am glad the gentleman 
shares that, but the 80th Congress created the Hoover Commission 
and | — that was a sound ae “maga because that is an outside 
body; it is not a congressional body, and for such an outside body 
to re ved back to the Congress, which will have the ultimate responsi- 
bility for acting, that outside body, I think, could well be equally 
divided between the two great political parties. 

Mr. Horrman. Possibly I am in error again, but I recall—and I 
have high admiration for aa and I respect his ideas—but I 
recall when the Hoover report came in, Plan No. 1 gave the President 
a $50,000 expense account which he did not have before, a $25,000 
increase in salary; it increased the salaries of I don’t know how many 
top officials, and then the rest of it we forgot about, largely. 

Mr. Keatrina. I am not sure that was in the Hoover report. That 
was not an implementation of the Hoover recommendations; that 
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was the first recommendation made to Congress by Truman in the 
80th Congress. 

Mr. Horrman. If we are going to get better men we can only get 
them by more money? 

Mr. Keatina. I don’t remember that the Hoover Commission 
definitely recommended an increase in salary of the President of 
$50,000. 

Mr. Horrman. No, an expense account of $50,000, a salary increase 
of $25,000. 

Mr. Keatinc. There was a recommendation for much more than 
increasing the salary by $25,000, and I think that was a recommenda- 
tion of leadership of the 80th Congress rather than a recommendation 
of the Hoover Commission. 

Mr. Horrman. I remember we had to pay more money. 

Mr. Keatinc. I remember distinctly that was the first matter we 
had to pass on in the 80th Congress, and it came to me as a start in 
the campaign in the fall before that that should be the first principle 
presented to us to raise the salary of the President of the United States. 

Mr. Horrman. There is just one more thing on which I want to 
compliment the gentleman. I have heard this thought before; I am 
sure the gentleman did not get it from the same author, ‘No family 
can continue to waste and spend and borrow and steal without paying 
the piper.”’ Are you paraphrasing a similar statement made by 
Roosevelt regarding the Nation? 

Mr. Roosevelt, in October of 1932, said: 

Now, the credit of the family depends chiefly on whether that family is living 
within its income. And this is so of the Nation. If the Nation is living within 
its income, its credit is good 

If, in some crisis, it lives beyond its income for a year or two, it can usually 
borrow temporarily on reasonable terms 

But if, like a spendthrift, it throws discretion to the winds, is willing to make no 
sacrifice at all in spending, extends its taxing to the limit of the people’s power to 
pay and continues to pile up deficits, it is on the road to bankruptcy. 

Mr. Keatina. I am not intending to, but at times Mr. Roosevelt 
was right, and many times he was wrong, and when he was right | was 
happy to agree with him. 

Mrs. Harpen. Do you have any questions, Mr. Ward? 

Mr. Warp. No questions. 

Mrs. Harpen. Thank you for coming, Congressman Keating, and 
we appreciate your very keen interest in this important legislation and 
I want to congratulate you upon the work that you have done on 
your bill, H. R. 469. 

Mr. Keatinc. Thank you very much. 

Mrs. Harprn. All members of the Senate and the House who in- 
troduced bills for the general purposes of H. R. 4406 and H. R. 992 
have been asked to appear or submit statements. 

I have statements from our colleagues, Congressmen Ostertag, 
Donohue, Coudert, Goodwin, and Elhott, and also statements from 
the United States conference of Mayors ; Frank Bane, secretary of 
governors’ conference and executive director of Council of State 
Governments, the National Education Association. 

Without objection, these will be placed in the record at this point. 

(The statements above referred to are as follows: 
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STaTEMENT OF Hon. Haroutp C. OstTERTAG, A REPRESENTATIVE IN CONGRESS 
FROM THE STaTE oF NEW YORK 


Madam Chairman, I am in thorough accord with the objectives of the measures 
which are under consideration here today. There is no more urgent task before 
this 83d Congress, in my judgment, than that of restoring a proper balance of 
responsibilities and tax resources as between the Federal Government and the 
States and localities. The drafters of our Constitution, cognizant that the 
natural trend of government is toward centralization, set up what they belie ‘ved 
to be a safeguard in article X of the Constitution, which provides that ‘‘the 
Powers not delegated to the United States by the Constitution, nor prohibited 
to it by the States, are reserved to the States aamcativdie. or to the people.’’ 
Despite this provision, we have seen the Federal Government expand during the 
past 20 years until it affects in some degree virtually every department of State 
government, and, directly or indirectly, many facets of local government. It 
has extended its jurisdiction and control over matters not properly, or even 
effectively within its purview, and meanwhile, it has preempted the tax sources 
without which State and local jurisdiction and responsibility are impossible to 
exercise. 

In launching studies looking toward a readjustment of this imbalance, it is 
Vitally necessary that the spheres of inquiry should be clearly understood and 
carefully delineated. It is generally agreed that the field of Federal grants-in-aid 
is of major importance in such a study. This is by no means the only area in 
which the authority and responsibility of Federal and State Governments are in 
need of readjustment, however. The field of tax immunities is in urgent need 
of study, as is the entire problem of overlapping and duplicating taxes and juris- 
dictions. There is even some no-man’s-land between the Federal and State 
Governments where jurisdictions should be clearly marked out. I am confident 
that this committee will take cognizance of all of these problems and make the 
necessary amendments to pending measures, so that the studies, when launched, 
will be comprehensive. 

My own deep interest and concern in this matter stems from nearly a score of 
years spent in State government during which I was actively and officially engaged 
in Federal-State and interstate problems. I helped to organize and am today a 
board member-at-large of the Council of State Governments, through which so 
many definitive studies in the field of Federal-State relations have been made. 
As the sponsor of H. R. 1838, a bill to establish a National Commission on Inter- 
governmental Relations, I have sought to set forth the kind of Commission which, 
in my judgment, would be most effective in undertaking the task which needs to 
be done. I am confident, however, that the committee, in its wisdom, will arrive 
at a fair and proper determination, from among the many proposals before it, as 
to the makeup of the Commission and its scope of inquiry. The urgency of such 
a study has, in my judgment, never been greater, nor, happily, the climate more 
auspicious. 





STATEMENT OF Hon. Haroutp D. Dononur, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF MASSACHUSETTS 


Madam Chairman and members of the committee; mindful of the committee’s 
very heavy hearing schedule and the multitudinous personal duties of each 
member, I am most deeply appreciative of your courtesy. 

My bill, H. R. 3603, now pending before you, ‘‘To provide for the establishment 
of a Commission to investigate and make recommendations with respect to the 
distribution of governmental functions and sources of revenue within the frame- 
work of our Federal, State, and local systems of government,”’ is the third one, 
of identical purpose, I have submitted since becoming a Member of Congress. 
In the 8Ist Congress, I introduced H. R. 8714, and in the 82d Congress, H. R. 
8560, both bearing the same title and containing the same provisions as this 
current measure. I recite that fact to reveal that the grave problem of strangling 
taxation and overlapping Government functions, with the urgent necessity of 
solution, did not occur to me only yesterday nor the day before; it has been of 
primary concern to me for several years. 

I know you and all Members of Congress share my concern. I am gratified that 
President Eisenhower does also, as evidenced by his special message of last March 
30 recommending creation of a commission to study relationships among Federal, 
State, and local governments. 
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While I am naturally submitting this statement in support of H. R. 3603, 
I want to say right now my intense desire to see something done to solve the 
problem transcends any thought of personal pride. Of course, I would like to 
have H. R. 3603 adopted, but I do not care what measure is reported out of this 
committee, so long as it embraces the objectives of my own bill, namely, to 
bring refreshing relief to the smothered American taxpayer and good order in 
place of the vast confusion presently existing at all levels of government. 

Madam Chairman, all students of government, and particularly those of us who 
have legislative responsibilities, have long recognized the unhealthy trend toward 
Government duplication and friction, at all levels, which has steadily advanced 
during these turbulent years of national and world unrest. Accompanying this 
haphazard governmental expansion has been the unfortunate tendency of the 
various Officials to tap and tax everyone and everything in sight, over and over 
again, to get the money to carry out their ever-increasing and superimposing 
administrative and service programs. ‘Today these two combining evils have 
reached a point where they seriously threaten to pauperize the harassed taxpayer 
and paralyze the proper functioning of intergovernmental balances. If the 
overburdened American taxpayer is not soon afforded relieving consideration and 
if the hodgepodge of Government conflictions is not quickly and efficiently 
systematized, I very seriously fear for the successful progress of our fight against 
imperialist communism with its dictatorial powers. We should begin at once to 
restore the confidence of our American citizens by removing the strangling 
tentacles of this huge governmental octopus from their throats. 

That is why I have reintroduced this bill for the third successive time. Approv- 
ing and adopting the provisions and objectives of this measure will strike directly 
at one of the basie causes of today’s backbreaking taxation, namely, the fantastic 
multiplication and duplication of Federal, State, and local government units 
In dozens of competing fields, there are competing activities by the Federal 
Government, States, counties, cities, towns, and villages throughout what is 
supposed to be the United States. To finance this profusion of governmental 
activities and agencies, there is a correspondingly confusing and stifling array of 
taxes. As a prime example, in one of our States, gasoline is taxed four different 
times, by the Federal Government, the State, the counties, and the cities. 
Hundreds of other pertinent illustrations could be cited, but I well realize there 
are many Witnesses waiting to be heard, and the time of the committee is neces- 
sarily limited. 

Madam Chairman, under our Federal form of government, Iam, and I know you 
all are, well aware that the problems of conflicting authority at all levels and 
intergovernmental tax coordination have been and will be continuing ones As 
stated at the outset, I am not particularly concerned about what bill is reported 
by the committee, so long as reversing and unwinding action is begun. It may 
be the committee will feel that such a Commission as I propose should be made 
permanent. That will be all right with me; indeed I hope vou do. If the poison 
is going to be always circulating, then the antidote should be kept constantly 
ready for immediate injection. 

In any case, the job that must be done is above any party affiliation or political 
prejudice. The survival of ourselves as a free nation and the world’s leader for 
peace is at stake. Too much government means reckless extravagance, waste, and 
duplication. It places unbearable and oppressive tax burdens upon private busi- 
ness and the ordinary workingman and his family. Such evil conditions develop 
the discouraged and disheartened citizenry characteristic of a deteriorating nation. 
\ dispirited people and a disordered government are just what the Kremlin leaders 
are trying to promote here in America. God forbid that their devilish designs be 
unwittingly and unconsciously forwarded by our own lassitude or negligence. 

The whole world eves us each day as we carry on our public duties and responsi- 
bilities. To our admirers and our detractors alike, we are history’s shining example 
of the successful operation of Christian democratic government so far. If we are 
to remain worthy of our heritage, if we are to keep civilization’s inspiring torch of 
freedom brightly burning, if we hope to save ourselves from Communist conquest, 
we must initiate now the safeguard to insure our system of government does not 
collapse from its own confusion. I earnestly pray and urge the committee to act 
promptly on these measures designed to bring about a return of the traditional 
intergovernmental sanity so essential to a confident America and a peaceful world. 
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Washington. D. ¢ May 7, 1953. 


(} S ) ) n Inte 0 nme? Relation 
( (ri ent One 
I ( Representat Washir m. D. ¢ 
My Dprat \IApDAM CHAIRM I ar delighted that vour subcommittee 1 
pla { | hea gs on bill et up inquires into Federal, State, and local 
; | 4 et} } ld done is field and 
i \ m0) | } ’ ] H.R » \t ] 1 copy of my 
relea lid 1a issued. I 
sl} j j f 1 rpor ecord of the ! I ys 1 
support of H. R. 121, o1 Mt visdom might decid 











; rF H iy ( Cot P. gi REPRESENTATIVE 1 
( I FROM 1 STAT N VI 

I | le e | ( Stat i a mediate cr in taxatior 
l | eral ( rnme des Lf V1 a Kill i ird l I ing a 
dat r e def I} cal I 1 otate i ot hard up 
ana ull ra Ding Te € ta ree 

Ul ony ] r one wid ¢ ICKI thi illo aeteriora Into eco- 
n¢ i 1 political Gisa { i e CO I ca oO l en e| carry the present 
crus g taxload, much less oulder eve 1 heavier one 

I i introd la solut call I< a pe I il yvernm ta 
f und « rees of taxa it ti evel | s of vernment ith @& vie 
t DY ! son I ) e) ! ( LOS ! ( ) iction ft it eXIsting 
I ( ol I i ir more 1 1 I i than the ) ure 
al l ( yreat s { taxpa I 

| H r ( ! . ipproar I problem declared 

Che esti of Federal-State relations, and tl! problet incident. thereto, 
is a most in rtant part of our governmental structure and our governmental 
operati It shoul e studied and appra 1 in its overall aspects carefully 
and pul rvices are to be adequately rendered, if public ad 
mu tratio is to be efficient and economical, and if e are to Maintaln @ strong, 
Federal stem of gover! an 

The recent Republican Part tatement of principles calls for ‘establishment 
of a nonpartisan commission to study and recommend a sensible redistribution of 
governmental functions and sources of revenue between the Federal, State, and 
local entities. to secure the sovereignty of the several States with as much de 
ce ralization as is compatible w the itional lfare.”’ 

There can be » question about the urgency of this problem There can be no 
question that the Republican Party is behind this proposal to eek a solution 

It is my conviction that a proper reallocation of Federal, State, and loeal func- 
tions and sources of revenue could cut the overall cost of government by at least 
$5 billion a vear. Equally important is the fact that t could be done without 
diminishing governmental services, and it is moreover probable that such services 
would be performed better and more efficiently 

Only by a redistributi of funetions and tax sources can the Federal tax power 
be effectively limited Unless and until it is so limited, State and local self 





ernment will continue in jeopardy and with it the liberties which the 


system was designed to prot 
The people should demand prompt action from Congress in setting up a com- 
mission. There is no time to be lost 


CONGRESS OF THE UNITED STATES, 
HousE OF REPRESENTATIVES, 
Washinaton, D. C., May 15, 19458 


House CoMMITTEE ON GOVERNMENT OPERATIONS 


I am grateful for the opportunity of making a statement regarding H. 


a bill to reestablish the Co nission on Organization of the Executive 
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of the Government. My purpose in filing this bill was to help bring about a 
continuation of the splendid work of the Hoover Commission 
Che various reports of the Hoover Co ission have alwavs had mv enthusi- 
astic support and | was very much disappointed that it was not possible to ha 
the entire program Drought to successful fru 
It seems to me it would be extr lv unfortunate if all the splendid 
by the Hoover Co ission cannot beco a continuing basis for further 
along that line | co end t rts of vour co tes ynduet 
hearings and i vwiditio to advoca ) V « nt H .. 280, | ) 
a ire ft co itte ol t« ) I i 
the irl ts ion OF W itever ) i ra I or 
for fu er tudyv and 1 a » the | it i ‘ { 
ef 1e1 l (y I t op { ( I { ' 
\ | ] G 
VV oe ) \J } ) 
S EMENT OF Hon, Cari ELLiortT, A REPRESS! IVE IN Co Re ( 








Madam Chairman and members of the subcommittee, | appreciate this oppor- 
tunitv to express myself in favor of the ill I troduced, H. R. 2089, and ( 
Sl ilar bills iv be pendir before the co 

While my reads as being for the ree i nt of the ¢ ISSl¢ 
Organization of the exe tl prance! i the ¢ rnmer I would b er \ 
satisfied if vou gentlemen in your isdom found a better approach than recreatir 
the original Commission on the Organization of the | itive Bran 

I think mu good came of tl findin ind reco Tre lations of eo Li 
Commission on the Organization of the Executive Branch W hil I do not have 
exact figures, and I am sure vour intormatior s much more accurate and up ) 
date than mine is: vet. I am persuaned that ‘ lation we passed since 149 
reorganizing the exec itive branch of the I leral Government, has say {1 mort in 
a billion dollars a vear in the administration of the Government Primat of 
course, I have in mind the great savings that have been made in Government 
purchasing, both along civilian and military lin 

I know there are some of our colleagues who would argue that the recomn la- 
tions made by the original Commission on the Orga ation of the kxec ve 
Branch, commor ly known as the Hoover Commissior ive us sufficier t or 
recommendations fo1 reorganization to last a lot Lime However, I do ) wre¢ 
with this view [It is my sincere feeling that the executive branch of our ¢ ern- 
ment has grown so big and complex that we are justified in giving it cont ng 
study In other words, I think I would approvs tting )a Dermanent Co 
sion, as envisioned in this bill, to conduct a continuil tudy of the me rd 
whereby the Congress might have recommendations from time to time or ow 
we can eliminate duplication, for instance, or clean up overlapping or duplicating 
of services, activities, or functions. 

I know it is rather common for some of our co 1 ies of the House to ma tain 


that no additional commissions or special or select committees are needed, and 
that the work of reorganization can properly be originated by this committee 






Now, of course, I don’t want to take any responsibility away from the great 
Committee on Government Operations 1 feel that it has a great and abiding 
responsibility and duty in the field of Government reorganizatio1 I do not feel 
that the creation of this special commission will take away from you duties or 
responsibilities in this field. Rather, my thought is that the Comm be- 








cause it is bipartisan and because it will have membership drawn from the execu- 
tive branch of the Government, from the Congress, and from private life, may be 
able to achieve a greater sense of objectivity in its common judgment than we 
of a committee of the Congress, are sometimes able to do 

\Mfuch has been accomplis! 
Commission of the Organization of the Executive Branch of the Government 
Undoubtedly, mu All of us ean take pride in 
adopting and writing into law recommendations from such a Commission which 
we feel will make substantial improvements in tl operation, efficiency,and 
economy of this great Government of ours 


1ed as a result of the recommendations of the original 


ch ean be done in the futi 
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THE UnNitep States CONFERENCE OF Mayors, 
Washington 6, D. C., May 6, 1953. 
Mrs. Cecit M. HARDIN, 
House Committee on Government Operations, 
House Office Building, Washington, D. C. 


Dear Mrs. Harpin: I understand that hearings will be held by your sub- 
committee beginning on May 12 on H. R. 4406. For many years the United 
States Conference of Mayors has petitioned Congress to enact legislation of this 
character. For that reason it is not necessary to take up the time of the committee 
in testifying on the matter. It is only requested that the attached memorandum, 
submitted by the United States Conference of Mayors at the meeting called by 
the White House on March 31 of this year dealing with this subject, be incor- 
porated in the record of the hearings 

With best personal wishes, I am 

Sincerely yours, 


Pauut V. Berrers, Executive Director. 


INTRODUCTION 


The United States Conference of Mayors is very happy to participate in this 
meeting For many years the organization has urged Congress to authorize 
establishment of a national Commission to make a survey of intergovernmental 
and fiscal relationships of our Federal, State, and local governments with a view 
toward: (1) Assigning essential governmental services to the levels of govern- 
ment best equipped to perform such services; and (2) effecting a coordination of 
our tax structure—Federal, State, and local As far back as 1938, the conference 
formally petitioned the Congress to take such action 

Previous to this, the conference had interested the Federal National Resources 
Committee in undertaking a survey of the relationships between our Federal 
Government and the cities. In 1937, the committee published an important 
document, ‘‘Our Cities—Their Role in the National Economy.” While the find- 
ings and conclusions of this report have largely been forgotten, the document 
itself is pertinent to the proposed inquiry and merits thorough consideration. 

Later on, in 1948, the Senate enacted Resolution No. 160, supported by the United 
States Conference of Mayors, which directed the Secretary of the Treasury to 
prepare and transmit to the Senate ‘‘a report on fiscal relations of Federal, State, 
and local governments.”’ This report (5. Doc. No. 69, 78th Cong., Ist sess.), 
likewise, has largely been forgotten, although it contains the findings of a very 
distinguished group of authorities in the field. The Treasury Department’s con- 
sultants included faculty members from the University of Wisconsin, Columbia 
University, and Vassar College 

On February 17, 1950, the United States Conference of Mayors joined with the 
Governors’ Conference in appearing before the House Ways and Means Commit- 
tee urging certain revisions in the Federal, State, and local tax system. Finally, 
again in cooperation with the Governors’ Conference, on March 12, 1952, we urged 
the House Ways and Means Committee to initiate an overall national study of 
intergovernmental relationships, including the fiscal aspects. 

Governor Adams’ kind invitation has indicated that the meeting is for the pur- 
pose of enabling representatives of local government to express their views on 
the proper scope and conduct of the inquiry proposed by the President. Before 
going into that we should like to emphasize the importance of cities as govern- 
mental units in our American hierarchy of government. 


CITIES 


Traditionally, we regard our National Government as most important; the States, 
second; and then the local governments. Were we to approach this with a differ- 
ent criterion, namely, fiscal importance, we find many of our cities are much more 
important than a large number of our 48 States. Here are a few striking examples. 

The budget of New York City is second to that of the Federal Government, 
exceeding that of its own State government. In 1951, the expenditures of 10 in- 
dividual American cities were greater than those of 15 individual States. Specific- 
ally, from a fiscal standpoint, New York City, Chicago, Philadelphia, Los Angeles, 
Detroit, Baltimore, Cleveland, Washington, Boston, and San Francisco are more 
important units of government than Arizona, Delaware, Idaho, Maine, Montana, 
Nebraska, Nevada, New Hampshire, New Mexico, North Dakota, Rhode Island, 
South Dakota, Utah, Vermont, and Wyoming. New York City’s expenditures 
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for just police, fire, and street-cleaning are greater than the total expenditures of 
any of 22 State governments. And in Chicago, police, fire, and street expendi- 
tures are greater than the total expenditures of any of 15 State governments. As 
a matter of fact, Chicago’s expenditures for police alone exceed all of Nevada’s 
expenditures. 

Let us take three cities in a lower population grouping—Houston, Rochester, 
N. Y., and Newark. In 1951, Newark’s expenditures exceeded the total ex- 
penditures in each of the following States: Nevada, Wyoming, and Vermont. 
Annual expenditures in Houston and Rochester each exceeded e xpenditures in 
the State of Nevada and Vermont. Many other startling comparisons can be 
made. 

SCOPE AND CONDUCT OF SURVEY 


As to the scope it is recommended that all of the important Federal-State-local 
grant-in-aid programs be studied. This would include the following: Social 
security, public health, education, highways, airports, civil defense, public hous- 
ing, slum clearance and redevelopment, hospital construction, and the school- 
lunch program. It is also highly important that the whole Federal-State-local 
tax situation be reviewed and specific recommendations made for elimination of 


duplication and coordination. This is a most urgent phase of any inquiry 
Federal, State, and local governments in recent years have all hunted diligently 
for new tax sources. They have expanded their taxes on property, income, sales, 


gasoline, tobacco, admissions, alcoholic beverages, stock transfers, inheritances, 
gifts and in numerous other fields, until today duplicating and overlapping taxes 
by all levels of government confuse and plague the American taxpayers. 

This problem of competition for tax sources, combined with the consequences of 
duplicating and overlapping taxes, has led to growing pressures to do something 
about it. In recent years Federal, State, and local organizations have been work- 
ing on this problem. 

From the standpoint of the cities, which are confronted with an ever-increasing 
demand for expansion of municipal services in the face of limited tax resources, 
the problem has been pin-pointed by Gov. Alfred E. Driscoll of New Jersey. 
Spe aking at our last annual conference in New York City in May 1952, he said: 

‘Local governments for many years were almost entirely dependent upon the 
property tax for revenue. Now, they have gone in search of other fields as they 
have sought additional funds. The States, likewise, in many instances have at- 
ae cd to increase their tax rates and at the same time define new sources to 
tax, but as the localities and the States have searched for additonal revenue, they 
have found again and again that most of the productive sources of revenue are 
used and in most instances practically preempted by the National Government, 
and they have become increasingly aware of the fact that all tax revenues must be 
taken from the assets and incomes of the American people; that all governments, 
Federal, State, and local, are fishing for more tax dollars in the same pond. They 
have also observed that the National Government is fishing with a seine, the States 
with a hook and line, and the localities, in many instances, are forced to fish with 
a bent pin * * *,” 

It is assumed that the study would follow the procedure of previous Federal 
commissions of this character. A competent technical staff is of paramount im- 
portance. Public hearings are essential. Above all, the noncongressional mem- 
bers of the commission ought to be highly qualified and competent and should be 
in position to devote a major part of their time to the work of the commission. 

With reference to the proposed survey we should like to make just a few brief 
comments concerning several of the programs involving joint Federal-city 
cooperation. These are as follows: 


CIVIL DEFENSI 


Civil defense, involving Federal, State, and city sharing of costs, is directed 
almost entirely to the urban centers. Our large-city industrial areas, the centers 
of production, would be the prit ne targe ts in case of any enemy attack. Yet the 
progress of this important phase of military pr paredness and national defense 
has been stymied for several years through lack of adequate Fede wel apurene iations. 
To date, the Congress has not taken civil defense seriously and it has failed to make 
available such funds as are recognized to be necessary if we are to be even partially 
prepared. If Congress does not take civil defense seriously, it is logical that 
State and city officials should not take it too seriously. The facts are, as has 
already been reported in the press (the recent Massachusetts Institute of Tech- 
nology study), that from 6 fo 7 billions of dollars are required if we are to build 
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any adequate defense for our urban population. Of this amount, 4 billions would 
be needed for stockpiling of essential supplies, materials, and equipment 

rroject East River, a study conducted at considerable expense for the Federal 
Government by recognized experts, has also demonstrated that the present. civil 


defense administrative setup needs realistic revision. More effective and direct 
lines of communication and authority must be developed between the Federal 
level and the prime target areas on the local level Generally the States have 
opposed such a revision but Project. East River very clearly points out that re- 


organization is not only needed but is mandatory. 
SLUM CLEARANCE AND URBAN REDEVELOPMENT 


one of the major Federal-city programs involving direct relationships 
between the cities of the country and the Federal Government. Very few States 
have interested themselves in this general field of governmental activity. It is 
devoutly to be hoped that the existing arrangement may continue, for at long last 
we are beginning to make a dent in wiping out our urban slum areas and re- 


developing these areas on the basis of sound planning. 

Further, it has been possible for the cities to interest private enterprise, largely 
Ainerican insurance companies, in redevelopment Today, hundreds of millions 
of dollars of private capital are going and will go for this purpose. Any basic 
change in the present system will create complications seriously affecting the 
curl flow of private capital into the program. 


RELOCATION PUBLIC HOUSING 
The action of the administration in recommending to the House Appropriations 
Committee on March 23 that construction of 35,000 public housing units be au- 
thorized for the coming fiscal vear is applauded. Such housing is primarily and 
particularly needed in those cities where slums are being cleared out and rehousing 
and relocation of the occupants of such slums is a critical necessity. Here again, 
he Federal Government has dealt directly with local housing authorities created 
by the municipalities 
In all the controversy over public housing the naked fact still confronts us: 
Private industry cannot provide housing to meet this problem. ‘To do it, subsidy 
of one kind or another is required. The present law has been working well, 
and it is believed that any impartial and objective study will come to the conclusion 
that the program should be continued. 
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AIRPORTS 

The Federal airport program is almost exclusively a direct Federal-city program. 
Few States have appropriated any substantial sums for airport development. 

The responsibility of the Federal Government for grants-in-aid for airport 
construction is based on national defense, the postal service, and air commerce. 
Both the Civil Aeronautics Act of 1938 and the Federal Airport Act of 1946 gave 
formal recognition to the national interest in civil airports 

Insofar as national defense is concerned the record shows that at the beginning 
of 1945, some 429 civil airports had actually been turned over to the Army and 
Navy Air Forces. Thus, the value of these airports to the Nation and its armed 
forces was effectively demonstrated. It is generally agreed by military authorities 
that the Nation was saved millions of dollars by having our civil airports available 
for all Army and Navy Air Force requirements, including training and transport. 
in a different era, in 1952, there were 16,673,562 landings and takeoffs 
of military aircraft at our civil airports. As has well been stated, our municipal 
airhelds are fundan ental to national defense both in peace and in war. 

While Congress in 1946 authorized $500 million over a 5-year period for air- 
port construction aid, over $300 million still remain unappropriated as of today 
In addition, we get the disquieting news that airport aid funds for 1953 are to be 
drastically slashed if not completely eliminated. 

In cooperation with the Federal Government, a number of cities have initiated 
airport construction and improvement projects. Many of these are now in a 
state of partial development and completion. In some cases, bond issues have 











been voted by the people. If the Federal program is not to be continued, the 
fate of these projects is problematical. It is needless to point out that the good 
faith of the Federal Government is seriously involved. 
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HIGHWAYS 





The Federal-aid highway program is the oldest of the important grant-in-aid 
programs. While this is a Federal-State operation, its impact on municipal 


governments is great. This has been expecially true since the program earmarking 
a certain percentage of Federal appropriations tor projects within cities was 
enacted by the Congress In the past few vears, for example, construction of most 


of our major expressways and thruways in our cities has been carried out under the 
Federal program with Federal, State, county, and city funds being used 
Any suggested change in the Federal highway aid program merits the closest 


serutiny and study In some States, at any rate, the cities certainly would now 
be faring badly in the allocation of funds for urban highway projects were it not 
for the mandatory requirement in the Federal statute. Turning the whole job 


over to the States raises serious questions on the part of many city officials since 
the great majority of our State legislatures are dominantly rural, rather than urbar 
in their composition and thinking 


HOSPITAL CONSTI CTION PROGRAM 


This program was actively sponsored in the Congress by the Conference of 
Mayors While administratively it is a joint Federal-State undertaking its imp: 


1 Impact 
is also primarily of local concern, both urban and rural. Since enactment of t 
original law, thousands of Americans have received the benefits of otherwise 
unobtainable hospital care and health center diagno and treatment ere 
has been vholehearted 


id general ipport of tl! rogram and it is es ntial 





fa 


that it be continued o1 asis of demonstrated nee 


SOCIAL SECURITY 


WV ithout going Into deta l, local government for ome time hay been se¢ 9 
an amendment to the Social Security Act which would permit of further integra- 
tion of municipal employees into the Federal old-age and survivors’ insurane 
system. While there appears to be differences of opinion among the gro ips 
interested, we are hopeful of early congressional consideration and actio If 
such action is not forthcoming this vear, the study proposed by the President 


should seek to find an answer to this specifie probl 


FEDERAL PAYMENTS TO LOCAL GOVERNMENTS IN LII OF TAXES ON FEDE! 
PROPERTY 
It is urged that the administration strongly ipport legislation author 

these Federal payments After several vears of discussion, the Budget Bureau 
last year submitted to Congress the draft of bill which made a start in eliminat 
present inequities under which local governmental services are rendered to Fed- 
eral agencies without any compensating tax contributio1 rhe plan submitted 
has imperfections but certainly these can be removed after full and complete 
congressional hearings. 


DIRECT FEDERAL-CITY RELATIONS 


Over the years, a number of national programs, as indicated above, have beer 
administered on a direct Federal-city basis. Thi particularly true of such 
programs as airports, public housing, and slum clearance and urban redevelop- 
ment fields in which the States have taken very little interest Nor have the 
appropriated any substantial funds for such activities. These facts were recos 


nized bv the Congress of the United States when basic legislation was originally 
enacted 

] 
in these and other programs, the end result would simply be more redtaps 
delay, more complications, and increased overall governmental costs 


If the States were to enter the picture as intermediary administrative agencies 


In those activities where the States expend little or no publie funds, no sound 
argument ean be advanced for their functioning as an intermediary ageney be 
tween the Federal Government and the cities It ean be said that the cities 


would unanimously and strenuously oppose any legislation in the Congress 
changing the effective pattern which has been evolved after many vears of 
congressional consideration. 

“The vitality of our cities and the well-being of our citizens are essential to a 
healthy national life. The present state of the world indicates a need for several 
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crusades, of which the most important is the accomplishment of world peace. 
Another is the streigthening of our democracy by making our cities better places 
in which to live and work. We strongly endorse, therefore, the establishment of 
a commission to undertake an objective analysis of all of these national programs 
so vital to urban progress.” 


WasHinaton, D. C., May 13, 1958. 
Mrs. Ceci M. HarRpEn, 
Chairman, Subcommttitee on Intergovernmental Relations of 
House Government Operations Committee, House of Representatives: 
Understand some question has been raised about position of Governors’ Con- 
ference and the Council of State Governments relative to bill H. R. 4406 to estab- 
lish Commission to Study Federal-State Relations. Both Governors’ Conference 
and the Council of State Governments are enthusiastically in favor of the establish- 
ment of such a commission, and we urge passage of this legislation at the earliest 
possible time 
FRANK BANE, 
Secretary of Governors’ Conference and Executive Director, 
Council of State Governments. 





Tue CounNcIL oF STATE GOVERNMENTS, 
Chicago, Til.., May &, 1958. 
Mrs. Ceci, Harpen, 
Chairman, Subcommittee on Intergovernmental Relations, 
H e Committee on Governmental Operations, 
Vew House Office Building, Washington, D. C 


Dear Mrs. Harpen: We understand that you plan to have hearings next week 
on H. R. 4406 and possibly on S. 1514 as amended. 

Either of these bills is satisfactory to the Council of State Governments and to 
the governors’ conference. As you know, these organizations for several years 
have urged the establishment of a commission to make a comprehensive study of 
the general problem of Federal-State relations. 

We hope Congress will enact a statute establishing such a commission in the 
near future in order that it may report to Congress by March 1, 1954, as provided 
in these bills. 

Very sincerely, 
FRANK Bane, Executive Director. 


NATIONAL EpucCATION ASSOCIATION OF THE UNITED STATEs, 
Washington 6, D. C., May 18, 1953. 
Hon. Ceci M. Harpen, 
Chairman, Subcommittee on Intergovernmental Relations, 
Committee on Government Operations, 
House of Representatives, Washington 25, D. C. 

Dear MapamM CuHartrMAN: The National Education Association of the United 
States would like to have its views on the Taft-Hendrickson (8. 1514) and Halleck 
(H. R. 4406) bills made part of the record of the hearings now being conducted 
by the subeommittee of which you are chairman. Although we have not requested 
time for an NEA representative to appear before the subcommittee we would 
appreciate if it the attached statement were received for inclusion in the printed 
hearings. We have included in the statement a description of what the NEA 
is and for whom it speaks. However, for your information and files we enclose 
a four-page leaflet describing the work of the association. 

Very truly yours, 
Witiram G. Carr, 
Executive Secretary. 


STATEMENT OF THE NATIONAL EDUCATION ASSOCIATION OF THE UNITED STATES 


The National Education Association of the United States wishes to record its 
support of President Eisenhower’s proposal that there be a Commission on 
Intergovernmental Relations to study the means of achieving a sounder relation- 
ship between Federal, State, and local governments, as embodied in 8. 1514 and 
H. R. 4406. 

One of the specific areas of Federal-State relations which the President recom- 
mended for study is education. For almost 170 years the Federal Government has 
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never ceased to be interested in the welfare of public education in the United 
States. However, the primary responsibility for education has at all times 
rested in the States and localities under the reservation of powers in the 10th 
amendment to the Constitution of the United States. From the time of the 
Northwest Ordinances of 1785 and 1787 down to the present, education has 
remained a matter of Federal-State concern and hence most appropriately should 
be studied by a Commission on Intergovernmental Relations. 

Apart from the historical considerations involved, the Federal-State-local 
relationship in education should be examined at this time in order to define more 
clearly the mutual responsibility of each of these levels of government with regard 
to American public education. Such a major study has not been made since 1938 
when the President’s Advisory Committee on Education reported in detail on 
the educational needs of the States and localities. Hence the importance at this 
time for establishing a Commission on Intergovernmental Relations which will 
devote a significant part of its efforts to studying Federal, State, and local educa- 
tional responsibilities. 

Specifically, some of the following factors might be considered by such a com- 
mission: 

1. Such social and economic factors as the increasing rate of population migra- 
tion, shifts in regional birth rates, the increase in per capita income, and the 
trend toward equalization of individual income. 

2. The changing Federal, State, and local tax structure and the tendency 
toward centralized tax collection. 

3. The ability of the States and localities to use their resources to meet their 
educational needs. 

4. The responsibility of the Federal Government with respect to the educational 
needs of the States and localities. 

These are matters that could most appropriately come before a commission of 
the type proposed by President Eisenhower and in the bills introduced by Senator 
Taft and Senator Hendrickson and by Representative Halleck. While it would 
certainly be within the purview of the Committee on Governmental Operations 
to investigate intergovernmental relations, the association believes that a national 
commission composed of Members of the Congress and public members appointed 
by the President will be able to carry out such a study more effectively between 
now and March 1, 1954, the time limit set by 8. 1514 and H. R. 4406. 

The association hopes that the proposed study of Federal, State, and local gov- 
ernmental problems will provide the Congress and the Administration with a 
sound factual basis and definite principles for the formulation of policy in the 
important field of intergovernmental relations in which education is vitally 
concerned. 

For the record, the National Education Association is a voluntary organization 
with more than 500,000 members of the teaching profession. The NEA affiliates 
include 54 State and Territorial education associations and 4,400 local education 
associations. The work of the association is supported by the dues of its members 
who determine its policy in an annual representative assembly attended by 3,500 
delegates. 

Mrs. Harpen. We are having a quorum call and, with the consent 
of the committee, we shall now recess until 2 o’clock this afternoon. 

(Whereupon, at 11:15, a. m., the subcommittee was recessed until 
2 p.m., the same day.) 


AFTERNOON SESSION 


(Whereupon, at the expiration of the recess, the hearing was resumed 
at 2 p. m.) 

Mrs. Harpen. The committee will come to order and we shall 
resume our hearings. 

We also have with us today Mr. Fred Maytag, president of the 
Maytag Co. of Newton, lowa. Mr. Maytag is here to represent 
the National Association of Manufacturers. 

We are pleased you could be with us, Mr. Maytag, and we shall 
appreciate having you highlight your statement which will be placed 
in the record. 

Mr. Maytag. 

341205313 
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STATEMENT OF FRED MAYTAG, PRESIDENT, MAYTAG CO., 
NEWTON, IOWA 


Mr. Mayrac. Thank you, Madam Chairman and members of the 
committee 

| am a director of the National Association of Manufacturers, and 
chairman of its taxation committee, and I am appearing before the 
committee on behalf of the association 

We appreciate the opportunity to testify in support of H. R. 992 
and H. R. 4406 because we think these bills offer tremendous pos- 
sibilities for achievirg improvement in the structure of the Federal 
Government and a fiscal and functional framework for well-defined, 
properly balanced, and noncompetitive Federal-State relations. 

In our association we have been deeply concerned over the tremen- 
dous growth of the Federal Government in areas unrelated to military 
preparedness and international security, and with the near-monoply 
which the Federal Government has established over the tax resources 
of the Nation 

We have four policy committees in our association which operate 
in the area of Government finance, and we have 10 policy committees 
which are outside of that area. These 10 committees, which have a 
total membership of over 2,200, are concerned with a great range of 
economic problems. With one exception, they are not set up prima- 
rily to deal with problems originating in Government, but we cannot 
avoid the fact that inquiry after inquiry finds Government involved, 
one way or another, in many if not most of the subjects under study. 

I think I can safely say to you that there is no matter of greater 
concern to the over 19,000 manufacturers who belong to our associa- 
tion than that of the encroachment of the Federal Government, 
through one channel or another, into the economic and related activ- 
ities of our citizens. 

We think the Federal Government is too big. We think it is so 
big and so complex that it cannot be efficiently managed by any 
individual, or group of individuals. The powers to regulate and con- 
trol, which it has assumed and exercised, are a menace to individual 
and civil liberty. 

We think this concentration of power has a corrosive effect on the 
economic and governmental environment which is essential to the 
survival of the American system of free enterprise and to the preserva- 
tion of the American constitutional system of a union of States. 

We also feel that unless this trend toward ever bigger Federal 
Government is reversed the States and private business alike face the 
prospect of ultimate complete domination. 

When the bills under discussion first came to our attention we had 
only two reservations concerning them: First, that they might encour- 
age the deferment of feasible budget reductions, and postpone clamping 
down on unnecessary Federal activities, until the work of the commis- 
sions had been completed; and, second, that they did not directly 
provide for a thorough appraisal of the tax aspects. 

We certainly would not favor any delay in appraisal and revaluation 
of the fiseal philosophies and procedures which have dominated the 
Federal Government for so many years. In the executive branch, in 
the congressional Appropriations Committees, and in the various legis- 
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lative committees of Congress, a good beginning should be made this 
year. We recognize that this Congress cannot thoroughly reappraise 
all the various activities of the Federal Government in the few months 
available for the appropriation process. But we know that the execu- 
tive branch can pick up where the Congress leaves off. Through the 
Budget Bureau, the executive branch does have the power to limit 
allotments of appropriated funds to achieve whatever economies are 
possible without change in basic law. I am convinced that public 
acceptance and approval of the work of the commissions will be the 
greater if both the administration and the Congress make it patently 
clear that they are not overlooking any opportunity for saving the 
taxpayer’s money pending the conclusion of these exhaustive inquiries, 

I might say at this point that in my recent travels 1 have observed 
a growing concern over the apparent slowness of the Congress and 
the administration to bring about budget cuts which would make 
possible tax reductions, and I think it is of vital importance that the 
creation of these commissions not be a to act as anv deterrent 


to carrying out budget cuts and achieving tax reduction: 
In regard to our eee reservation, the reports and revised versions 
of the companion Senate bills, as reported out of the Senate Com- 


mittee on Government Coaretiens. are reassuring. ‘These indicate 
first, that there will be a clear delineation of areas of responsibility 
between the two commissions, and that the Commission on Inter- 
governmental Relations will have adequate authority to consider 
the problem of allocation of tax resources, whiel we think is very 
Important. 

Before concluding, I want to mention what we think is another 


phase of the basic problem that you are trving to deal with. The 
task of budgeting, legislating for, and supervising the operations of 
2,055 Federal departments, bureaus, divisions, commissions, euthori- 
ties, corporations, and other agency components, as now required, 


is so vast that some highly critical Fed leral functions necessarily are 
neglected. For example, it would seem reasonable to ex; 
results in the military and international security areas if 1 
tive and executive branches were free to devote a larger share of their 
available time and energy to such matters. 

In coneluding, | would like tO Say tI LIS Even with all the « urrent 
need for overhauling, our governmental system is still the finest in 
concept and in execution that man has been blessed with on this 
earth. Your purpose, and our purpose, is to make it even better. 

We believe that the work of the two commissions under considera- 
tion will contribute greatly to this end. Success in this endeavor will 
enable the Federal Government to concentrate its activities in areas 
of genuine national concern; will reduce the cost of performing neces- 
sary activities; will bring new strength and revitalization to the sov- 
ereignty of the several States, and will make the burden of goverment 
costs more tolerable for all citizens, thus providing less impediment 
to the continued growth, prosperity, and well-being of our Nation. 

If there are any questions within the limits of my ability, I shall 
endeavor to answer them. 

Mrs. Harpen. Well, thank you, Mr. Maytag, for your very fine 
statement and for coming over to express your views. I regret that 
more of the members cannot be present. 


{ 
1 } 
he leoisla 
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Mr. Mayrac. Madam Chairman, I am quite understanding. I 
think you people in the legislative halls work under even more pres- 
sures than we businessmen do. 

Mrs. Harpen. Mr. Maytag, I have a question. 

Do you believe that your constituency is satisfied with the Senate 
bill as passed? 

Mr. Mayraa. Yes;I believe so. In my complete statement I have 
made reference to that: that in general we think the Senate amend- 
ments are desirable. 

It occurs to us that in one area—in Senate 1514, in section 3, sub- 
section (a): ‘‘The Commission shall carry out the purposes of section 

hereof,”’ which I believe was added by amendment—there could be 
improvement. 

It occurs to us that-it might be desirable to be more specific in 
describing those purposes under the duties of the Commission. I 
think that is a technical point, and you are more qualified than we, but 
it occurred to us it might be more effective than just including those 
powers by reference. 

Beyond that, I don’t believe we have any specific suggestions to 
make with respect to either bill. 

Mrs. Harpen. Mr. Ward, do you have any questions? 

Mr. Warp. No questions, Madam Chairman. 

Mrs. Harpen. If there is nothing further, again I thank you for 
coming, Mr. Maytag, and for your cooperation with us in appearing 
before the committee. 

Mr. Mayrac. Thank you for the privilege. 

(Prepared statement of Mr. Maytag is as follows:) 


STATEMENT OF FRED MaytTaG, ON BEHALF OF THE NATIONAL ASSOCIATION OP 
MANUFACTURERS 


My name is Fred Maytag. I am president of the Maytag Co. of Newton, 
Iowa. I also am a director of the National Association of Manufacturers and 
chairman of its taxation committee. I am appearing here in behalf of the asso- 
ciation. 

We are grateful for this opportunity to testify in support of H. R. 992 and H. R. 
4406 because we believe these two bills offer tremendous possibilities for achieving, 
first, improvement in the structure of Federal Government and, second, a fiscal 
and functional framework for well-defined, properly balanced, and noncompetitive 
Federal-State relations. 

These two bills are companion proposals for the realinement and constructive 
integration of Federal-State-local governmental activities. This has been clearly 
indicated in the report of the Senate Committee on Government Operations. In 
regard to the contemplated Commission on Governmental Functions and Fiscal 
Resources, Senate Report No. 215 reads: “Specific authority would be granted to 
the Commission to make studies into the objectives of programs of the Federal 
Government shared in by States, and the extent to which Federal activities have 
advanced into fields which are the primary interest and obligation of the several 
States and political subdivisions thereof.” 

In regard to the proposed Commission on Organization of the Executive Branch 
of the Government, Senate Report No. 216 says: ‘“‘ Although the proposed Com- 
mission would be similar in composition to the earlier Commission on Organization 
of the Executive Branch of the Government (Hoover Commission), it would have 
added authority to study all activities of the Federal Government and to make 
recommendations to the Congress and the President relative to changes in Federal 
programs and policies.”’ 

This is, indeed, commendable intent. The need is for strong commissions, in- 
vested with full power to do complete jobs, and charged with responsibility for 
bringing in definitive answers. 

For a number of years, we have been deeply concerned over the tremendous 
growth of the Federal Government in areas unrelated to military preparedness 
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and international security, and with the near monopoly which the Federal Gov- 
ernment has established over the tax resources of the Nation. This concern was 
first given public expression 4 years ago in our project popularly known as the 
program to bring government back home. Its formal title is ‘‘A Program for the 
Reallocation of Service Responsibilities and Tax Resources Between the Federal 
and the State and Local Governments.’”” The architect of this program is Dr 
Harley L. Lutz, professor emeritus of publie finance, Princeton University, and 
consultant to the NAM in tax and related fields. It was developed in collabora- 
tion with four associations committees in the government finance area and 
approved by the association’s board of directors. 

This program only partly indicates the interest of the association in the legisla- 
tion before you. At the present time, for example, the association has 10 policy 
committees, outside of the government finance area. These committees, which 
have a total membership of over twenty-two hundred, are concerned with a 
great range of economic problems. With one exception, they are not set up 
primarily to deal with problems originating in government, but we cannot avoid 
the fact that inquiry after inquiry finds government involved, one way or another, 
in many if not most of the subjects under study. 

I can say to you, therefore, that there is no matter of greater concern to the 
over 19,000 manufacturers who belong to our association than that of the en- 
croachment of the Federal Government, through one channel or another, into the 
economie and related activities of our citizens. 

We are convinced that the Federal Government is too big. It is so big and so 
complex that it cannot be efficiently managed by any man or group of men 

The powers to regulate and control, which it has assumed and exercised, are a 
menace to individual and civil liberty. 

This concentration of power has a corrosive effect on the economic and govern- 
mental environment which is essential to the survival of the American system of 
free enterprise and to the preservation of the American constitutional system of 
a@ union of States. 

Unless the trend toward ever bigger Federal Government is reversed, the States 
and private business alike face the prospect of ultimate complete domination. 
Complete Federal domination is totalitarianism, regardless of the good intentions 
of those who bring it about. 

As the basis of the program to bring government back home, we have developed 
certain guiding principles, which, we believe, will—if followed—establish a better 
balance of power between the Federal and State Governments, and confine the 
Federal activities to the necessary functions of national government. I would 
like to read and briefly explain each of these principles: 

1. In a country which seeks to retain free popular government, service responsi- 
bilities should be performed by the smallest units competent to handle the several 
public services satisfactorily and economically. 

Underlying this principle is not only the tradition of American republican 
government, but the requirements of effective taxpayer support of governmental 
services. It is the duty of all citizens, as well as their right, to pass judgment 
on these services and their costs. It is true, however, that the people’s sense of 
responsibility for efficient government is not as great as it should be. This mav 
well be due to the impossibility of comprehending the complex, remote Federal 
organization. The closer the officers in charge of public services are to those who 
provide their tax support, the more responsive they are to the will of the people 

2. The areas of national interest and concern in which only the Federal Gov- 
ernment can adequately serve the national good must be distinguished from other 
areas in which State, or State-local, action constitutes as good, or a better, way 
of promoting the national interest. 

The Federal Government was created by a union of the States and the Con- 
stitution enumerates the powers that were delegated to it. These powers include 
(a) functions which only the central government can perform, such as national 
defense and the conduct of foreign affairs; and (b) certain functions which the 
several States could perform but which, if done by the States, would adversely 
affect the rights and interests of all citizens. Examples are coinage, weights and 
measures, interstate commerce, a bankruptcy code, and the postal system. The 
principle stated here conforms with the Constitution in that it emphasizes the 
importance of restoring and abiding by. the distribution of powers and services 
responsibilities as originally set out in that instrument. There is too prevalent 
a belief that only the Federal Government can promote the general welfare. 
The scope of its payments to people and its grants to States has fostered the idea 
that Federal action is required to support the economy and the people. Repu- 
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down on unnecessary Federal activities, until the work of the commissions had 
been completed; and second, that they did not directly provide for a thorough 
appraisal of the tax aspects 
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funds to achieve whatever economic are po Dt vithout change in basic law 
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Mrs. Harpen. At this time I should like to insert in the record 
a letter from Mr. 8. G. Tipton, general counsel for the Air Transport 
Association of America 

Letter from 5. G. Tipton is as follows 


Ain TRANspoRT ASSOCIATION OF AMERI 
Washington 6, D. ¢ May 12. 194 
Hon. Crcin M. HaRpeEN, 
Chairman, Subcommittee on Interqovernmental Relatior 
House of Representatives, Washington 25, D. ( 

Dear Mrs. HarpEN: Reference is made to the bills now pending before your 
subcommittee which have as their purpose the creation of a commission to stud) 
the elimination of duplicate and overlapping Federal and State taxation and 
regulation. This association, which is composed of substantially all of the sche 
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uled airlines certificated by the Civil Aeronautics Board, supports the general 
objective sought to be accomplished by these bills. 

As doubtless you know, the scheduled airline industry is subject to very compre- 
hensive and detailed safety and economic regulation by the Federal Government 
and, in some instances, to duplicating and conflicting regulation by the States. 
Moreover, the industry is subject to overlapping Federal and State taxation, 
particularly in the case of the taxation of aviation gasoline. 

In view of the foregoing, the airline industry supports the creation of a com- 
mission to study the elimination of the duplication and overlapping of Federal and 
State taxation and regulation, and will avail itself of the opportunity to present 
its problems tosuch a commission, We urge that the subcommittee approve a bill 
which would give the commission, which it creates, sufficient authority to investi- 
gate and report to the Congress on the problems of taxation and regulation which 
the airlines will bring to it. 

It is respectfully requested that this letter be made a part of the record of the 
hearings on the bills in question. 

Sincerely, 
S. G. Treron, General Counsel. 

Mrs. Harpen. This subcommittee has a charter and a working 
program in the field of intergovernmental relations. A major area for 
fruitful investigation lies in the commercial and industrial type 
activity of the Federal agencies. These activities are very numerous. 
They utilize facilities, manpower and taxes. They produce no taxes. 
They often compete with businesses which must pay taxes. Each 
must be justified on the basis of genuine need and/or cost. We have 
had many complaints from industry on this score and will schedule 
hearings for early June on this important subject. 

Thank you. 

The subcommittee’s hearings are adjourned. 

(Whereupon, at 2:30 p. m., the hearings were adjourned.) 
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APPENDIX 1 


CITIZENS COMMITTEE FOR THE HoOOvER REPORT, 
May 7, 1953 
The Honorable Ceci M. HARDEN, 
Intergovernmental Relations Subcommittee of the Committee on Government 
Operations, House of Representatives, Washington, D. C 
Dear Mrs. Harpen: This will acknowledge your letter of May 4, regarding 
the Halleck bill, H. R. 4406, and related bills, to establish a Commission on 
Governmental Funetions and Fiseal Resources. You have sent a similar letter 
to the Honorable Herbert Hoover, honorary chairman of our committee. He is 
sending you today, a statement on this subject in reply to your request for his 
views. The Citizens Committee is entirely in accord with Mr. Hoover’s statement 
on this subject. 
Sincerely yours, 
Supney A. Mircue.i 


APPENDIX 2 


AMERICAN MUNICIPAL ASSOCIATION, 
May 7, 1953. 
Senator Roserr A. Tart, 
Room P-48, The Capitol, 
Washington 25, D. C. 

Dear Senator Tart: As the only organization representing the Nation’s 
municipalities which testified or appeared to support 5S. 1514 during the committee 
hearings ov the bill, it was with particular interest that we observed the course of 
the bill on the floor of the Senate, yesterday. As the national organization 
representing 12,000 of the Nation’s municipalities in 43 States we were particularly 
distressed to see the bill amended so as to exclude from the seope of investigation 
by the proposed Intergovernmental Relations Commission the subject of inter- 
governmental tax immunities on the theory that it would bring up the subject of 
taxation of municipal bonds. 

Our executive director, Mr. Carl H. Chatters, who is also the former executive 
director of the Municipal Finance Officers Association has been the principal 
witness before congressional committees the last three times the subject of taxa- 
tion of municipal bonds has been discussed. So, you can see that we are at least 
as interested in preserving the tax-free status of municipal bonds as anybody else 

With this as a background, I should like to respectfully point out that we should 
like to see the amendment which removed from the scope of the Commission the 
subject of intergovernmental tax immunities restored to the bill before it becomes 
law. We do not think that the scope of the Commission’s study should be 
restricted by the removal of this charge to it in the form of its duties. Likewise, 
we take it that the study of intergovernmental tax immunities refers to the 
immunity of the Federal Government, itself, from local taxes. As you know, 
this is one of the most bothersome problems confronting many of the Nation’s 
municipalities. 

If the language is left in the bill, we do not think that it in any way prejudices 
the chances for the passage of 8. 788. As I have said to you in two interviews 
on this subject, we will be happy to join with you in support of this bill because 
we recognize, as you do, that the matter needs immediate and serious consideration 
by the Congress. 

If there is a fear regarding the subject of tax immunity of municipal bonds 
a conference committee report can contain language clarifying this situation 
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While we still support S. 1514, we think it a better bill if the language concerning 
intergovernmental tax immunities is left in it. 

Please allow me to thank you for the generosity you have exhibited in allowing 
me to present some of the problems of the Nation’s cities to you during the past 
several months. On behalf of the majority of the Nation’s population which now 
lives in incorporated places I want to assure you that your understanding of and 
willingness to study the problems of the cities is most appreciated. Your keen 
talents devoted to those problems auger well for their future solution. 

Yours sincerely, 
RANDY HASKELL HAMILTON, 
Director of the Washington Office. 


APPENDIX 3 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington 25, May 7, 1958. 
CLARE E. HorrMan, 
Chairman, Committee on Governmental Operations, 
House of Representatives. 

My Dear Mr. CuHartrMAN: Reference is made to your letters of April 27, 1953, 
acknowledged by telephone April 29, forwarding for comment and report of this 
Office H. R. 4848 and 4851, 83d Congress, each entitled ‘‘A bill to establish a 
National Commission on Intergovernmental Relations.”’ 

The subject matter of the above-captioned bills, excepting as to the membership 
of the Commission and other minor variations, is similar to that contained in 
H. R. 4406, 3603, 3183, 302, 1606, 121, 1300, and 1838, 83d Congress, the subject 
of Office reports of April 14, March 11, 5, and 2, 1953, to you Also, the subject 
matter is essentially similar to H. R. 5251, 13. 41, 391, 3303, and 3683, 82d Con- 
gress, which were the subject of office reports of September 7, March 19, May 8 
and 14, 1951, to the chairman of the then Committee on Expenditures in the 
Executive Departments. Furthermore, it is noted that a companion bill 8. 1514 
was reported upon favorably by the Senate Committee on Government Operations, 
its report being No. 215, 83d Congress. 

As heretofore indicated in the several reports of this Office, it may be a survey 
and recommendation by a bipartisan committee covering the activities encom- 
passed in the proposed legislation would be of assistance in resolving problems 
arising therefrom. However, the subject matter not falling with the jurisdiction 
of the General Accounting Office, I have no recommendation to offer either for or 
against the establishment of such a commission. 

Sincerely yours, 
Linpsay C. WARREN, 
Clon ptrolle r Gene ral of the United States. 


APPENDIX 4 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington BS Of. CG: May 11, 1963. 
CLARE E. HorrMan, 
( hairman, Committee on Government Ope rations, 
Ho iS€ of Re prese nialives, Washington 25. D c 

My Dear Mr. CuHarrRMAN: This is in reference to vour letters dated February 
17, 1953, and May 4, 1953, requesting reports and comments on H. R. 280, H. R. 
469, H. R 1248. H. R 2089, and H. R. 992 Since the first four of these bills 
are identical and the fifth relates to the same general subject, I am reporting and 
commenting upon them all in this one letter 

H. R. 280, H. R. 469, H. R. 1248, and H. R. 2089 are four similar bills to re- 
establish the Commission on Organization of the Executive Branch of the Govern- 
ment hese bills are for the most part verbatim copies of Public Law 162 of 
the 80th Congress (61 Stat. 246), which established in 1947 the Commission on 
Organization of the Executive Branch of the Government, popularly called the 
Hoover Commissio1 They provide for a bipartisan commission of indefinite 
luration which would be composed of 4 members appointed by the President, 
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4 by the President pro tempore of the Senate, and 4 by the Speaker of the House 
of Representatives. The purposes set forth in section 1 of these bills are exactly 
the same as those of the 1947 act, except that they are particularly directed at 
the nondefense services, activities, and functions of the Government. The duties 
of the proposed Commission are likewise substantially the same, namely, ‘‘to 
study and investigate the present organization and methods of operation of all 
departments, bureaus, agencies, boards, commissions, offices, independent estab- 
lishments and instrumentalities of the executive branch of the Government, 
particularly those of a nondefense character to determine what changes therein 
are necessary in their opinion to accomplish the purposes set forth in section 1 
of this act 
The fifth bill, H. R. 992, a bill for the establishment of the Commission on 
Organization of the Executive Branch of the Government, is similar in many 
respects to Public Law 162 of the 80th Congress and the four bills above. The 
purposes of this bill set forth in section 1, however, are considerably broader 
The first 5 purposes are identical to those of Public Law 162; 5 additional 
purposes are set forth, as follows: 
(6) eliminating services, functions, and activities more properly within the 
jurisdiction of State and local governments 
(7) eliminating nonessential services, functions, and activities which are com- 
petitive with private enterprise; 
8) postponing expenditures during periods of heavy defense commitments 
where deferral will not impair essential functioning of government; 
9) defining responsibilities of officials; and 
10) relocating agencies now responsible directly to the President in depart- 
ments or other agencies.’’ 


To achieve these purposes, a temporary Commission of 12 members is created. 
Four members of the Commission would be appointed by the President, four by 
the President pro tempore of the Senate, and four by the Speaker of the House 
of Representatives. The Commission would render to the Congress a report of 


its findings and recommendations no later than February 1, 1954 

H. R. 992 is identical to 8S. 106 as introduced on January 7, 1953. Following 
the hearings on 8. 106 conducted by the Senate Committee on Government Opera- 
tions on April 14, I was invited by that committee to an executive session at 
which I assisted in proposing various amendments. On May 4, the committee 
reported 8. 106 favorably with amendments. Those amendments are substani- 
tially in accord with my views. On May 6, the Senate passed 8. 106, as amended, 
without objection. 

My recommendations to your committee on the five subject bills of this letter, 
therefore, are that H. R. 280, H. R. 469, H. R. 1248, and H. R. 2089 not be con- 
sidered favorably, and that should the Congress determine to prov ide for a study 
of the organization and functions of the executive branch by the establishment 
of an appropriate commission, either H. R. 992 be amended to accord with the 
Senate-approved 8. 106, or that S. 106 itself be reported favorably. 

It is my hope that these comments will be helpful to your committee. There 
is one final point which should be emphasized. Regardless of whatever decisions 
are made by the Congress to establish a commission along the lines proposed in 
these bills, it is my view, which I trust is shared by the Congress, that any such 
commission should not operate so as to postpone or otherwise inhibit the Presi- 
dent’s program for reorganizing the executive branch of the Government toward 
greater efficiency and economy. There is an absolute need for the President to 
be able to effect changes in executive branch organization to meet emerging 
problems and changing conditions. The Congress, by recently extending the 
Reorganization Act of 1949, provided an important instrument to meet this need. 
My view is that actions under that act and other authorities for improving execu- 
tive branch organization can, and must, go on even though there may be a dis- 
tinguished body of objective individuals undertaking valuable study of related 
basic problems. You may be assured that, should the Congress determine to 
create a commission to study executive branch organization and functions, I 
stand ready to assist and cooperate in every possible way. 

Sincerely yours, 
. Jos. M. Dopar, Director 
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° APPENDIX 5 
STATEMENT OF THE INvesTorS LEAGUE, INC. 


I am William Jackman, president of the Investors League, Inc., with head- 
quarters at 175 Fifth Avenue, New York 10, N. Y. The League I represent is the 
oldest and most successful organization of investors, with thousands of members 
residing in every State of the Union. It is an organization of investors, both 
small and large, who make up the backbone of our private enterprise system 
which is, in turn, the backbone of our national economy. 

The National Advisory Board of the Investors League is represented by 45 
States, consisting of 80 individuals, and is what might be termed a grassroots 
organization. ‘The policies and program of the league are determined by its 
membership, advisory board, and board of directors. 

During the month of March 1953 I made a speaking tour across the country, 
during which I addressed chambers of commerce, service clubs, and made numerous 
radio broadcasts on the Ferguson-Brown bill (S. 106 and H. R. 992). Asa result 
many of the clubs I addressed have adopted resolutions approving the bill and 
expressing their support. 

The tremendous amount of mail we have received from all over the country, 
by virtue of this tour, would indicate wholehearted support by Americans in 
every walk of life. Many of them used the expression that the enactment of 
this legislation would be one of the finest roadblocks against socialism. 

The Investors League, however, is particularly interested in that phase of the 
investigation covered by the bill which would show the extent to which the 
Government has taken over business operations which can be and should be 
handled by private organizations. It is our feeling that when this investigation 
has been completed it is very likely to occur to Congress that if the vast properties 
now owned by the Government were sold to private interests the results would 
would be most constructive from the standpoint of the national debt and tax 
revenues. In other words, if the proceeds from the sale of these properties were 
utilized exclusively to pay off a portion of the Government debt the reduction, we 
believe, would be substantial. 

Obviously, thereafter, the Federal budget would not need to include interest 
on that portion of the Federal debt which had been retired by the properties 
operating under private ownership, and would yield very large sums of new 
taxes which the Government has heretofore not received. These additional taxes 
should, of course, result in a reduction in tax rates all along the line. 

Completely separate and apart from the tax features of these bills is the fact 
that they are in line with the league’s basic objectives in helping to maintain the 
private-enterprise system. 

It is well known that private operating enterprises cannot compete with 
Government-owned concerns for two very good reasons; one is that the Govern- 
ment-owned enterprises are free from taxation, and the other is that the funds 
necessary to keep them in operation and allow for growth in the case of the Govern- 
ment-owned concern comes from the taxpayers rather than the investor—public. 

f our private-enterprise system is to serve the public well the competitive con- 
ditions under which it operates must not only be fair but it must be similar in all 
instances. In other words, the same rules must apply to all. Obviously, if one 
group of organizations has definite advantages the tendency is to weaken the other. 

It might well be that if the Commission should reeommend the sale of certain 
properties, recognition should be made of the effect of such sale on our economy, 
and the financial markets. It should be readily understood that the sale of such 
properties should not be wholesale, but rather on a piecemeal basis. 

For instance, it is our belief that the synthetic rubber industry could readily 
be absorbed by the rubber companies. Certain of the electric projects should be 
absorbed by the utility companies. In neither of these instances would the econ- 
omy or financial markets be adversely affected. 

Behind the framework of our entire economy in the United States, as you know 
lies the system sometimes referred to as the capitalistic system and sometimes the 


private-enterprise system. This system must stand if the country as we know it 
is to stand; if future generations are to have the comforts and benefits we have 
enjoyed in the past and are enjoying today. There is no escape from that fact. 


I know it, you know it, and every member of the Investors League knows it. 

Anything and everything that can be done to preserve the private-enterprise 
system is of concern to the investing public, for we must not lose sight of the fact 
that someone has to put up an average of $12,000 to put a man to work. 
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Therefore, we consider the Ferguson-Brown bill a step in the right direction 
because, basically, it recognizes the free-enterprise system and creates a roadblock 
to further encroachment in the field of business by Government. 

There are, of course, Government enterprises which are not, in the truest sense, 
competitive with private enterprise, and these should remain Government projects, 
making certain, however, that the products of these enterprises do not compete 
with taxpaying enterprise. 

There is an abundance of venture capital available that would readily be forth- 
coming if (1) steps are taken by the Federal Government to prevent the encroach- 
ment of Government with taxpaying enterprise, (2) tax adjustments that could be 
made by the enactment of this legislation and (3) public interest would be better 
served by private ownership than by Government ownership 


x 





